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1. INTRODUCTION TO STRATEGIC MANAGEMENT

Major Contributors to the Strategic Management subject

Q.No.1. Explain the Evolution and Importance of Business Policy?   (C) (OLD PM, NEW SM)

1. EVOLUTION OF BUSINESS POLICY:
a) The origins of business policy can be traced back to 1911, when Harvard Business School

introduced an integrative course in management aimed at the creation of general
management capability. This course was based on interactive case studies which had been in
use at the school for instructional purposes since 1908. The course was intended to enhance
general managerial capability of students.

Alfred D. Chandler
(1918-2007)

Igor Ansoff
(1918-2002)

Peter F. Drucker
(1909-2005)

    C.K. Prahlad
(1941- 2010)

Michael Porter
(1947)

BASICS OF STRATEGY

Introduction to
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Strategic Levels

Corporate Level

Business Level
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Strategic
Management Importance of SM

Limitations of SM

Application of SM

SM in Non- Profit &
Educational Institutions

SM in Government
Organisations

Meaning of SM

With the increased competition, the management of business has acquired strategic
dimension. All executives and professionals, including the CAs, working towards growth of
their businesses must possess sound knowledge of strategic management.
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b) However, the introduction of business policy in the curriculum of business
schools/management institutes came much later.

2. DEFINITION: According to Christensen, Business Policy is the study of:

a) The functions and responsibilities of senior management,

b) The crucial problems that affect the success of the total enterprise, and

c) The decisions that determine the direction of the organisation and shape its future.

3. IMPORTANCE:
a) Business policy emphasizes on the rational and analytical aspects of strategic management

and strategic decision-making.

b) Business policy presents a framework for understanding strategic decision-making.

c) This framework enables in handling general management responsibilities.

SIMILAR QUESTIONS:
1. Explain the business policy as a discipline.
A. Refer 2 & 3 points in the above answer.

2. Explain the evolution and importance of business policy and strategic management.
A. Evolution & importance of business policy – refer above question

Importance of strategic management: Strategic Management enables an organisation to
develop and maintain competitive advantage so that it can outperform its competitors and to have
dominant role in the market. Strategic Management guides the company successfully through all
changes in the environment.

Q.No.2. Define the term Strategy. (C) (NEW SM)

The dictionary meaning of the word strategy is something that has to do
with war and ways to win over enemy. In business organizational context
the term is not much different. Businesses have to respond to dynamic and
hostile external forces for pursuit of their mission and vision.

MEANING OF STRATEGY:
1. Strategy is a long range blueprint of an organization's desired

image, direction and destination what it wants to be, what it wants to
do and where it wants to go.

2. “Strategy is the Unified, Comprehensive, and Integrated Plan
designed to assure that the basic objectives of the enterprise are
achieved.” - William F. Glueck

3. “Strategy is the determination of basic long term goals and
objectives of an enterprise, adoption of courses of action and the
allocation of resources for various activities that are necessary for
carrying out those goals and objectives”. – Alfred D. Chandler

4. Strategy is a game plan used by the Management to achieve the desired market position, conduct
operations, attract and satisfy customers, compete successfully and achieve organizational
objectives.

5. Strategy is a consciously chosen and flexibly designed scheme of corporate intent and action:

a) To achieve effectiveness

b) To mobilise resources

c) To direct human effort and behaviour

Alfred D. Chandler was one of
the earliest contributors to the
field of Strategic Management.

His ‘Strategy and Structure’
concept has been very popular.

Copyrights Reserved
To MASTER MINDS, Guntur
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d) To handle events and problems

e) To perceive and utilise opportunities, and

f) To meet challenges and threats for corporate survival and success.

SIMILAR QUESTIONS:
1. What do you understand by the term ‘strategy’?  (RTP - N16)
A. Strategies provide an integral framework for management and negotiate their way through a

complex and turbulent external environment. Strategy seeks to relate the goals of the
organisation to the means of achieving them + write 1st point of the above answer.

Q.No.3. Strategy of a company is partly Pro-active and partly Re-active. Explain (A)
(NEW SM, OLD PM, RTP - M14, M16, N12 - 3M)

1. Yes, the given statement is true. A company’s strategy is an effective combination of

a) Pro-active actions of the firm to improve its market position and financial performance, and

b) Re-active measures to face unanticipated developments and new environmental conditions.
2. In proactive strategy, organizations will analyze possible environmental scenarios and create strategic

framework after proper planning and set procedures and work on these strategies in a predetermined
manner.

3. However, in reality no company can forecast both internal and external environment exactly.
Everything cannot be planned in advance.

4.  It is not possible to anticipate moves of rival firms, consumer behaviour, evolving technologies and so
on.

5. There can be significant deviations between what was visualized and what actually happens.
6. Strategies need to be modified in light of possible environmental changes. Reactive strategy is

triggered by the changes in the environment.

Strategy in a war should be both pro-active and reactive.

SIMILAR QUESTIONS:
1. A Company’s strategy has always to be proactive in nature. (T/F)
A. Refer fast track material. (N 08 - 2M)
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2. "Strategy is partly proactive and partly reactive." Do you agree? Give reasons for your
answer. (PM, RTP - M16)

3. Quite often strategies of most business organizations are a combination of planned
strategies and reactive strategies. Explain with reasons. (PM)

A. Same as above. No need to present the diagram.

Q.No.4. Write about various Strategic Levels in an organization?  (A)
(NEW SM, OLD PM, N10 - 3M)

An organization is divided into several functions and departments
that work together to bring a particular product or service to the
market.

FOLLOWING ARE THE THREE MAIN LEVELS OF
MANAGEMENT:
1. Corporate Level Management:

a) It consists of Chief Executive Officer (CEO), other senior
executives, Board of Directors and Corporate staff.

b) Their role is to oversee the development of strategies for
the whole organization.

c) Their role includes defining the mission, vision and goals of the organization, determining
what businesses it should be in, allocating resources among different businesses, formulating
and implementing strategies that span individual businesses, and providing leadership for the
organization.

2. Business Level General Managers: The development of strategies for individual business areas
is the responsibility of the general managers in these different businesses or business level
managers. They are concerned with strategies that are specific to a particular business. Their role
is to translate the general statements of direction and intent of corporate level management into
concrete strategies for individual businesses.

3. Functional Level Managers: They are responsible for the specific business functions or
operations (human resources, purchasing, product development, customer service, etc.) that
constitute a company or one of its divisions.

SIMILAR QUESTIONS:
1. Distinguish between the three levels of strategy formulation.
A. Same as above. (OLD PM, RTP- N15, N10 - 3M)

Q.No.5. Write short notes on Corporate Level Management (A) (NEW SM, M15 - 3M, OLD PM)

1. Corporate level of management consists of Chief Executive Officer (CEO), other Senior
Executives, the Board of Directors and Corporate Staff.

2. The role of Corporate-Level Managers is to oversee the development of strategies for the whole
organisation in consultation with other Senior Executives.

3. These individuals occupy the apex role in decision making within the organisation and broadly
have following roles:
a) Oversee the development of strategies for the whole organization.
b) Defining the mission, vision and goals of the organization.

LEVELS OF STRATEGY
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c) Determining what businesses it should be in.

d) Allocating resources among the different businesses.

e) Formulating and implementing strategies that span individual businesses.

f) Providing leadership for the organization.

4. Some of the major corporate level strategies formulated by the top management include
determination of the business lines, expansion and growth, vertical and horizontal integration,
diversification, takeovers and mergers, new investment and divestment areas, R & D projects,
etc.

5. They provide a link between the people who oversee the strategic development of a firm and
those who own it (the shareholders). Corporate level managers, and particularly the CEO, can be
viewed as the guardians of shareholder welfare. It is their responsibility to ensure that the
corporate and business strategies that the company pursues are consistent with maximizing
shareholder wealth.

6. For e.g. Godrej is active in a wide range of businesses, including soaps, insecticides, edible oil,
furniture, Information technology, and real estate. The main strategic responsibilities of its Group
chairman, Adi Godrej, are setting overall strategic objectives, allocating resources among the
different business areas, deciding whether the firm should divest itself of any of its businesses,
and determining whether it should acquire any new ones.

SIMILAR QUESTIONS:
1. In your view, what is the role of corporate level managers in strategic management?
A. Same as above. (OLD PM, M15 - 3M)
2. You are appointed as a strategic manager by XYZ Co. Ltd. being a strategic manager what

should be your tasks to perform? (OLD PM , N11 - 3M)
A. The primary task of the strategic manager is conceptualizing, designing and executing company

strategies. + Refer 3rd point in the above answer.

Q.No.6. Write short notes on Business Level Managers.  (C) (NEW SM)

a) A business unit is an independent division (with its own functions like Finance, Purchasing,
Production and Marketing departments) that provides a product or service for a particular market.

b) The principal general manager at the business level, or the business-level manager, is the head
of the division.

c) The business-level managers design and implement robust strategies that will contribute towards
the maximization of long-run profitability.

d) The strategic role of these managers is to translate the general statements of direction and intent
from the corporate level into concrete strategies for individual businesses. They are held
responsible for the performance.

e) Corporate-level general managers are concerned with taking decisions concerning all businesses
of the company, whereas business-level general managers are concerned with developing
strategies that are specific to a particular business.

Q.No.7. What are the activities performed by Functional Level Managers? (B) (NEW SM)

1. Functional-Level Managers are responsible for the specific business functions/ tasks/ operations
(e.g. Human Resources, Purchasing, Product Development, Customer Service, etc.) that
constitute a Company or one of its divisions.

2. They have a major strategic role to develop functional strategies in their area that help to fulfill the
strategic objectives set by Business-Level and Corporate-Level General Managers. B
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3. They provide most of the information that makes it possible for Business-Level and Corporate-
Level General Managers to formulate realistic and achievable strategies because they are closer
to the customer.

4. Thus, it is important for corporate and business level general managers to listen closely to the
ideas of their functional managers.

Q.No.8. What is Strategic Management? What are its Objectives?   (A)
(NEW SM, OLD PM, N 07 - 5M, RTP- N11, M12, M14, M15)

INTRODUCTION: In a highly competitive marketplace, companies can operate successfully by
creating and delivering superior value to target customers and also learning how to adapt to a
continuously changing business environment. So to meet changing conditions in their industries,
companies need to be farsighted and visionary, and must have a system of managing strategically.

MEANING: Strategic Management refers to the Managerial process of:

a) Forming a Strategic Vision and Mission,

b) Setting Objectives,

c) Crafting a strategy,

d) Implementing and Executing the Strategy, and

e) Making necessary corrective adjustments in the vision, objectives, strategy and execution, which
are deemed appropriate, over a period of time.

OBJECTIVES: The objectives of Strategic Management are -

a) To create Competitive Advantage so that the Company can gain advantage
over competitors and dominate the market.

b) To guide the Company through all changes in the environment.

SIMILAR QUESTIONS:

1. What is Strategic Management?                       (N 07)

A. Refer meaning in the above answer

Q.No.9. Explain the Importance or Benefits of Strategic Management. Do you think that
companies should be managed strategically? Discuss. (A)

 (NEW SM, OLD PM, RTP - M12, M15, N 07 - 5M, M11 - 4M, M 12, 13 - 3M)

Strategic planning and implementation have become must for all organizations for their survival and
growth in the present turbulent business environment. Companies should be managed strategically,
because the success of the efforts and activities of the enterprise depends heavily on the quality of
Strategic Management.

THE IMPORTANCE OF STRATEGIC MANAGEMENT IS HIGHLIGHTED AS UNDER:

1. The strategic management gives a direction to the company to move ahead: It defines the
goals and mission. It helps management to define realistic objectives and goals which are in line
with the vision of the company.

2. Helps an organisation to be more proactive instead of reactive in shaping its future: With
the help of strategic management organisations can analyse and take actions instead of being mere
spectators and control their own destiny in a better manner. It helps them in working within vagaries of
environment and shaping it, instead of getting carried away by its turbulence or uncetrainties.

STRATEGIC MANAGEMENT
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3. Framework for decision-making: Strategic Management provides the framework for all major
business decisions of an organization such as decisions on businesses, products and markets,
manufacturing facilities, investments and organisational structure.

4. Makes the company future-driven: Strategic Management is concerned with ensuring a good
future for the firm. It tries to prepare the Firm to face the future and acts as pathfinder to various
business opportunities.

5. Defence mechanism: Strategic management serves as a corporate defence mechanism against
mistakes and pitfalls. It helps organisations to avoid costly mistakes in product market choices or
investments.

6. Strategic management helps to enhance the longevity of the business: With the state of
competition and dynamic environment it may not be possible for organisations to survive in long
run. But strategic management helps the organization to take a clear stand in the related industry
and makes sure that it is not just surviving on luck.

7. Helps in building core competencies & competitive advantages: Strategic Management
provides a firm with certain core competencies and competitive advantages in its fight for survival
and growth.

SIMILAR QUESTIONS:
1. ‘Organisations sustain superior performance over a long period of time, inspite of the

rapid changes taking place continually in its competitive environment if they implement
strategic management successfully.’ Explain. (N15 - 3M, PM)

A. Business organizations function within dynamic environment. The environment may     vary from
being conducive to hostile. Whatever be the conditions, implementation of strategic management
is very important for the survival and growth of business organizations. Strategic management
helps organizations to sustain superior performance in the following manner: + explain the above
5 points briefly.

2. List some of the major reasons due to which all types firms should engage in ‘strategic
management.

3. What are the benefits accrue by following a strategic approach to managing?
A. Same as above. (PM, RTP- M15, N07 – 6M)
4. Write short notes on importance of strategic management (PM)
A. Same as above.

Q.No.10. What are the limitations of Strategic Management?  (A) (NEW SM)

The presence of strategic management cannot prevent all hindrances and always achieve success.
There are limitations attached to strategic management. These can be explained in the following lines:

1. Environment is highly complex and turbulent: It is difficult to understand the complex
environment and exactly pinpoint how it will shape-up in future. The organisational estimate about
its future shape may badly go wrong and put all strategic plans at risk. The environment affects as
the organisation has to deal with suppliers, customers, governments and other external factors.

2. Strategic management is a time-consuming process: Organisations spend a lot of time in
preparing, communicating the strategies that may disturb daily operations and negatively impact
the routine business.

3. Strategic management is a costly process: Strategic management adds lot of expenses to an
organization. Expert strategic planners need to be engaged, efforts are made for analysis of
external and internal environments, devise strategies and properly implement them. These can be
really costly for organisations with limited resources particularly when small and medium
organisation create strategies to compete.

4. Uncertainty: In a competitive scenario, where all organisations are trying to move strategically, it
is difficult to clearly estimate the competitive responses to a firm’s strategies.
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Q.No.11. Explain the Significance of Strategic Management in Non-Profit making
organizations? (A) (NEW SM, M 13 – 3M)

NON - PROFIT ORGANISATION:
a) Business organization can be classified as commercial or non-commercial on the basis of the

interest they have.

b) Typically, a non - profit organization may function without commercial objective of making profit.
They might be established for social, charitable, or educational purposes.

c) Their aim is to provide services to members, beneficiaries or public at large.

d) Examples of non - profit organizations: ICAI, municipal corporations and so on.

IMPORTANCE OF STRATEGIC MANAGEMENT TO NO- PROFIT ORGANIZATIONS:
a) Strategic Management Process can be used effectively by Non-Profit and Governmental

Organisations.

b) Many Non-Profit and Governmental Organisations outperform Private Firms and Corporations on
innovativeness, motivation, productivity and strategic management.

c) Non-Profit and governmental organisations may function as a monopoly, produce a product or
service that offers little or no measurability of performance, and are totally dependent on outside
financing.

d) Strategic management provides an excellent vehicle to such social and charitable institutions for
developing needed financial support.

Q.No.12. Educational Institutions require Strategic Management. Explain.(A)
(NEW SM, OLD PM, N11 - 3M)

1. INTRODUCTION: Education is considered to be a noble profession. An educational institution
often functions as a not-for-profit organization managed by trusts and societies. They include
schools, colleges and universities. Being inherently non-commercial in nature, educational
organisations do not have cut-throat competition as in case of their commercial counterparts.
However, as the number of institutions belonging to both public and private sector are increasing,
the competition is gradually rising.

2. IMPORTANCE OF STRATEGIC MANAGEMENT TO EDUCATIONAL INSTITUTIONS: On
account of the significant changes in the competitive environment of educational institutions, they
have to adopt different strategies for attracting best students. Through the use of strategic
management techniques such institutions are expected to concentrate attention towards:

a) Joining hands with industries/ companies in order to deliver education and to make graduates
more employable.

b) Introducing modernized teaching methods such as computers, Internet technologies, online
degrees etc.

c) Getting better name and recognition.

d) Attracting talented students.

e) Designing the curriculum in such a way to provide better citizenry and employability.

f) Appointing and retaining quality faculty for teaching.

g) Preparing students for the future challenges by capacity building.

APPLICATION OF STRATEGIC MANAGEMENT
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Q.No.13. Write short notes on Strategic Management in Governmental Agencies and
Departments. (B) (NEW SM, OLD PM) (For student self study)

1. Central, State and Municipal Agencies, Public Sector Units and Departments are responsible for
formulating, implementing and evaluating strategies that use taxpayers' money in the most cost-
effective way to provide services and programs.

2. However, strategists in Government Organisations operate with less strategic autonomy than
Managers in Private Firms. They enjoy little freedom in altering the organisations' mission or re-
directing objectives.

3. Legislators and Politicians often have direct or indirect control over major decisions and
resources.

4. Government organisations, agencies and departments are now motivating their employees to
participate in the strategic management process thereby have an effect on the organisation's
mission, objectives, strategies and policies.

5. Government agencies are also using strategic management to develop and substantiate formal
requests for additional funding.

1. What was the need to introduce ‘Business Policy’ as a subject in Harvard Business School in
1911?

2. List out some major contributors to the ‘Strategic Management’ subject and their contributions.

3. “A CA student’s exam preparation strategy should be both pro-active and reactive”, Elaborate.

4. List out the various strategic decisions that a CA educational institution should take in the present
cut-throat competitive market.

5. List out the various operational and strategic decisions to be taken by an educational institution.

6. Mention the various strategic levels in Tata Group along with diagrammatic representation.

7. Differentiate between a ‘Generalist and ‘Journalist’. In terms of organisational hierarchy where will
you put them?

8. Motorola was the first company to introduce mobile handsets worldwide. But, Motorola today is far
behind its competitors like Nokia, Samsung etc. in mobile handsets market. What are the various
reasons for Motorola’s reduced hold on the market?

9. “If you do not know where you want to go, any path will take you there.” In which context, can we
discuss this statement and what is the meaning of this statement?

10. Do single business firms or focused firms need to formulate strategies at multiple levels or is a
single level strategy enough for them?

THE END

TEST YOUR KNOWLEDGE

Copyrights Reserved
To MASTER MINDS, Guntur
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2. DYNAMICS OF COMPETITIVE STRATEGY

Q.No.1. Competitive Strategy (B) (NEW SM) (For student self-study)

1. The competitive strategy evolves out of consideration of several factors that are external to the
firm. The economic and technical components of the external environment are considered as
major factors leading to new opportunities for the organization and also creating threats.

2. Similarly the broader expectation of the society in which the organization operates is also an
important factor to determine the competitive strategy.

3. A firm must identify its position relative to the competitors in the market. The objective of a
competitive strategy is to generate competitive advantage, increase market share and beat
competition. A competitive strategy consists of moves to:

a) Attract customers.

b) Withstand competitive pressures.

c) Strengthen market position.

4. Having a competitive advantage is necessary for a firm to compete in the market. Competitive
advantage comes from a firm’s ability to perform activities more effectively than its rivals.

Q.No.2. Write short notes on Competitive Landscape or Environment   (NEW SM)                  (B)

1. MEANING:

a) Competitive landscape is a business analysis which identifies competitors, either direct or
indirect.

b) Competitive landscape is about identifying and understanding the competitors and at the
same time, it permits the comprehension of their vision, mission, core values, niche market,
strengths and weaknesses. Understanding of competitive landscape requires an application of
“competitive intelligence”.

Dynamics of
Competitive

Strategy

Competitive
Landscape

Portfolio
Analysis

Key Industry Traits

Intensity of Competition

Driving Forces

Concepts of
CA, CC, VCA

Key Success Factors

Decisions based on industry
attractiveness / Unattractiveness

Globalisation

Competitive Intelligence

Industry &
Competitive

Analysis

Internal &
External
Analysis

SWOT Analysis
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c) An in-depth investigation and analysis of a firm’s competition allows it to assess the
competitor’s strengths and weaknesses in the marketplace and helps it to choose and
implement effective strategies that will improve its competitive advantage.

2. STEPS TO UNDERSTAND THE COMPETITIVE LANDSCAPE:
a) Identify the competitor: The first step to understand the competitive landscape is to identify

the competitors in the firm’s industry and have actual data about their respective market
share. This answers the question: Who are the competitors?

b) Understand the competitors: Once the competitors have been identified, the strategist can
use market research report, internet, newspapers, social media, industry reports, and various
other sources to understand the products and services offered by them in different markets.
This answers the question: What are their product and services?

c) Determine the strengths of the competitors: This involves answering the following
questions:

i) What are their financial positions?

ii) What gives them cost and price advantage?

iii) What are they likely to do next?

iv) How strong is their distribution network?

v) What are their human resource strengths?

d) Determine the weaknesses of the competitors: Weaknesses (and strengths) can be
identified by going through consumer reports and reviews appearing in various media. This
answers the question: Where are they lacking?

e) Put all of the information together: At this stage, the strategist should put together all
information about competitors and draw inference about what they are not offering and what
the firm can do to fill in the gaps. This answers the questions:

i) What will the business do with this information?

ii) What improvements does the firm need to make?

iii) How can the firm exploit the weaknesses of competitors?

For e.g. Hyundai is an important player in the Indian Automobiles (car) market. The company has
achieved success year after year since its entry into the Indian market where Maruti has been the
industry leader. Hyundai has a deep understanding of its competitive landscape where Tata motors,
Mahindra & Mahindra, Toyota, Honda, Ford etc. are competing besides Maruti. To succeed in the
competitive environment, it brings out new cars and improved models of existing cars every year to
cater to various segments of customers.

Q.No.3. List out the factors to be considered in Industry and Competitive Analysis? (C)
 (RTP – M13) (For student self study)

INDUSTRY & COMPETITIVE ANALYSIS:
a) Industry and competitive analysis can be done using a set of concepts and techniques to get a

clear picture on some key Industrial factors.
b) It provides a way of thinking strategically about any industry's overall situation.
c) It helps to conclude whether the industry is attractive investment for organizational funds or not.
d) It involves examining business in the context of wider environment.
e) It aims at developing insight in several issues. Analyzing these issues helps to understand a firm's

surrounding environment.

INDUSTRY AND COMPETITIVE ANALYSIS
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f) It forms as the basis for matching its strategy to the changing industry conditions and competitive
realities.

A BUSINESS FIRM SHOULD CONSIDER THE FOLLOWING FACTORS IN ITS INDUSTRY AND
COMPETITIVE ANALYSIS:
a) Key industry traits i.e. dominant economic features of the industry.
b) Nature and strength (i.e. intensity) of the competition
c) Triggers (i.e. driving forces) of industry change
d) Identifying the companies that are in the strongest / weakest positions i.e. Market position
e) Expected strategic moves of rivals i.e. Competitive intelligence
f) Key Factors for competitive success or Key Success Factors
g) Prospects and financial attractiveness of the industry i.e. Industry’s profit outlook

SIMILAR QUESTIONS:
1. An organization wants to start a new business and would like to understand the structure of

the competition in the industry. Identify the factors that it should analyse?
A. Students have to briefly explain the factors in the above question.

Q.No.4. State the factors to be considered in analyzing the Key Industry Traits? (B) (OLD PM)

INTRODUCTION: Industries differ significantly in their basic character and structure. Industry and
competitive analysis begins with knowing an overview of the industry's dominant economic features.

MEANING OF INDUSTRY: Industry is “a consortium/ group of firms whose products or services have
homogenous attributes or are close substitutes such that they compete for the same buyer”. For
example, all paper manufacturers constitute the paper industry.

THE FACTORS TO BE CONSIDERED IN ANALYZING AN INDUSTRY'S ECONOMIC FEATURES
ARE FAIRLY STANDARD AND ARE GIVEN BELOW:
a) Size and nature of market

b) Scope of competitive rivalry (local, regional, national, international, or global).

c) Market growth rate and position in the business life cycle (early development, rapid growth and
takeoff, early maturity, maturity, saturation and stagnation,
decline).

d) Number of rivals and their relative market share.
e) The number of buyers and their relative sizes. Whether and to

what extent industry rivals have integrated backward and/or
forward?

f) The types of distribution channels used to access consumers.

g) The pace of technological change taking place in both production
process innovation and new product introductions.

h) Whether the products and services of rival firms are highly
differentiated, weakly differentiated, or essentially identical.

i) Whether organisation can realize economies of scale in
purchasing, manufacturing, transportation, marketing, or
advertising?

j) Whether key industry participants are clustered in a particular
location (e.g., lock industry in Aligarh. Saris and diamonds in Surat, information technology in
Bangalore), or scattered across a wide geographical area?

Domestic Airlines industry in
India is one of the least

profitable industries.
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k) Capital requirements and the ease of entry and exit.

l) Whether industry profitability is above/below par?

m) Whether organisation can achieve economies of scale in purchasing, manufacturing,
transportation, marketing, or advertising or not?

n) Whether certain industry activities are characterized by strong learning and experience curve effects
("learning by doing") such that unit costs decline as cumulative output grows?

SIMILAR QUESTIONS:
1. Write a short note on industry (OLD PM)
A. Refer meaning in the above answer.

2. Explain the dominant economic features of the industry?
A. Same as above

Q.No.5. Explain the concept of Driving Forces / Triggers of Change (A)
(NEW SM, RTP – M17, M16 - 3M)

1. MEANING:

a) The dominant forces that have the biggest influence on the changes that take place in the
industry’s structure and competitive environment are called Driving Forces of industry’s change
(or) Drivers or Triggers.

b) Many events could be considered as driving forces. Some are specific to a particular industry,
while others may affect different industries simultaneously.

2. SOME EXAMPLES OF COMMON DRIVING FORCES PREVAILING IN THE INDUSTRY ARE:

Item Example
a) Internet, new E-commerce opportunities

and threats
Introduction of e-ticket facilities and their
effect on travel booking agents

b) Increasing Globalization Emerging BPO opportunities
c) Changes in the long-term industry growth

rate Growth rates in software industry

d) Product Innovation New product versions and utilities in mobile
phones, Pocket computers, etc.

e) Entry and Exit of major firms Reliance’s entry into retail business

f) Diffusion of technical know-how across
more Companies / countries Patents for turmeric, paddy seeds, etc.

g) Changes in cost structure and efficiency New production processes, technologies,
reduction in manual efforts, etc.

3. STEPS INVOLVED IN THE ANALYSIS: Analysing the driving forces involve

a) Identifying the driving forces, and

b) Assessing their impact on the industry.

SIMILAR QUESTIONS:
1. ‘These are the factors which create drastic changes in an industry.’ What are they?

Explain.
A.  Refer 1st Point in above answer and write any two examples from the above.

2. “Driving forces have an effect on the industry and the firm”. Explain?
A.  Same as above
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Q.No.6. What is strategic group & what are the areas of similarity among companies in a
strategic group? (A) (PM, RTP - N11, M15, N14 - 3M)

1. MEANING:
a) A strategic group is defined as a cluster of competitors or rival firms with similar competitive

approaches or strategies and positions in the market.
b) They compete more directly with one another than with other firms in the same industry.
c) Strong economic compulsions often limit these firms from switching one competitive posture

to another.
d) An industry contains only one strategic group when all firms follow identical strategies and

have comparable market positions.
e) At the other extreme, there are as many strategic groups as there are competitors when each

rival pursues a distinctively different competitive approach and occupies a substantially
different competitive position in the market place.

2. AREAS OF SIMILARITY: Companies in the same strategic group may have similarity in any one
or more of the following areas:

a) Product - lines

b) Product Attributes

c) Price / Quality Range

d) Distribution and Marketing Channels

e) Technological Approaches

f) Services and Technical Assistance to Buyers

SIMILAR QUESTIONS:

1. What is a Strategic Group? (M 08 - 2M, RTP – M13)

A. Refer 1st Point in above answer

2. Explain ‘strategic groups’.  (OLD PM)

A. Refer 1st Point in above answer

3. A Strategic Group consists of rival firms with similar competitive approaches and
positions in the market. (T/ F) (M 13 - 2M)

A. Refer fast track material

Q.No.7. Write short notes on Strategic Group Mapping & what are the step to be taken while
constructing a strategic group map for an industry? (A) (PM, M17 – 3M, M 12 - 2M)

1. MEANING:

a) Strategic group mapping is a technique for displaying different competitive positions that rival
firms occupy in the industry.

b) A strategic group is a cluster of firms in an industry with similar competitive approaches and
market positions.

c) An industry contains only one strategic group when all sellers pursue similar strategies and
have comparable market positions.

d) It involves plotting firms on a two-variable map using pairs of differentiating characteristics
such as price/quality range; geographic coverage and so on

2. STEPS IN GROUP MAPPING: The steps for constructing a strategic group map and deciding
which firms belong to which strategic group are as follows:
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Step Description

1

Identify the competitive characteristics that differentiate firms in the industry. They are:
price/quality range (high, medium, low); geographic coverage (local, regional, national,
global); degree of vertical integration (none, partial, full); product-line breadth (wide,
narrow); use of distribution channels (one, some, all); and degree of service offered (no-
frills, limited, full).

2 Plot the firms on a two-variable map, using pairs of differentiating characteristics.
3 Classify firms that follow the same strategy into one strategic group.

4 Draw circles around each strategic group making the circles proportional to the size of
the group's respective share of total industry sales revenues.

SIMILAR QUESTIONS:
1.  Explain the meaning of ‘Strategic Group Mapping.’ (RTP M15, M 11 - 1M, M 12 - 2M)
A. Refer 1st point in the above answer.

2. How can you analyse the relative market positions of rivals in an industry? Explain.
A. Refer 2nd point in the above answer.

3. ‘When applied this technique automatically the various players in an industry would be
classified into different groups.’ Explain.

A. Refer 2nd point in the above answer.

4. What steps would you take to construct a “Strategic Group Map’ for an industry?
A. Write the meaning of ‘strategic group’ and write the steps of the above answer. (OLD PM, M15 - 3M)
5. How should the Market position of rivals / competitors be analysed?
A. Same as above

Q.No.8. Write short notes on “Competitive Intelligence” / Likely Strategic Moves of Rivals (C)

1. Unless a business organization pays attention to what competitors are doing, it ends up flying
blind into competitive battle.

2. A company can outperform its rivals only by monitoring their actions, understanding their
strategies and anticipating their next moves.

3. As in sports, scouting the opposition is essential.

4. Competitive Intelligence is the knowledge about

a) The strategies that rivals are developing,

b) Their latest moves,

c) Their resource strengths and weaknesses, and

d) The plans they have announced.

5. It is essential to anticipate the actions they are likely to take next and the probable impact of their
moves on company’s own strategic moves.

6. Competitive Intelligence can help a company to determine whether to defend against specific
moves taken by rivals or to offend them.

SIMILAR QUESTIONS:
1. ‘A company can outperform its rivals only by monitoring their actions and understanding

their strategies.’ Elaborate.
A. Same as above.
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2. ‘Unless a business organization pays attention to what competitors are doing, it ends up
flying blind into competitive battle.’ Elaborate.

A. Same as above.

3. Explain the concept of “Likely Strategic Moves of Rivals”?
A. Same as above.

Q.No.9. What are Key Success Factors for Competitive Success? (A)
(NEW SM, OLD PM, RTP - M12, MTP – 317, N15, N14 - 3M)

1. MEANING:
a) Key Success Factors (KSFs) are those things that most affect industry members' ability to

prosper in the marketplace.

b) Some of the important areas in which a business firm may have key success factors are:

 Particular Strategic elements in production,
marketing, etc.

 Product attributes,
 Resources,

 Core Competencies, and
 Competitive capabilities.
 Favourable business outcomes

c) Key Success factors are so important that all firms in the industry must pay close attention to
them.

d) They are the prerequisites for industry success and they serve as the rules that shape
whether a company will be financially and competitively successful.

2. EXAMPLE:

Activity KSFs Purpose

Appealing Designs & Colour Combinations. Increased Buyer Interest.
Apparel/Garment

Manufacturing Low-cost Manufacturing Efficiency. Competitive Pricing & Profit
Margin.

3. Managers should understand the industry situation well, to know what is more important to
competitive success and what is less important.

4. A company which can understand industry KSFs can gain competitive advantage
a) By training its strategy on industry KSFs and
b) Dedicate its energies to become distinctively better than rivals on one or more KSFs.

5. Key success factors vary from industry to industry and even from time to time within the same
industry as driving forces and competitive conditions change.

6. In very rare cases an industry may have more than three or four key success factors at any one time.
Even among these three or four, one or two usually out rank the others in importance. So, Managers
shall not include factors that have only minor importance on their list of key success factors.

SIMILAR QUESTIONS:
1. What are the Key Success Factors?
A. Refer 1st point in the above answer.
2. What do you understand by Key Success Factors? (OLD PM)
A. Refer 1st point in the above answer.
3. In your view what are the Key Success Factors for operating in a competitive market

place?
A. Same as above.  (N14 - 3M)
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Q.No.10. Explain the process of identifying the Key Success Factors of an industry? (A)
(NEW SM, OLD PM, N15-3M)

KEY SUCCESS FACTORS: Refer the above question.

PROCESS OF IDENTIFYING KEY SUCCESS FACTORS: Answers to the following three questions
help to identify an industry's Key Success Factors:

a) On what basis do customers choose between the competing brands of sellers? What product
attributes are crucial in influencing their behaviour?

b) What resources and competitive capabilities a seller needs to be successful?

c) What does it take for sellers to achieve a sustainable competitive advantage?

SIMILAR QUESTIONS:

1. Key Success Factors (KSFs) are the rules that shape whether a company will be financially
and competitively successful? Do you agree with this statement? How to identify an
industry’s key success factors? (PM, N 15 - 3M)

A. Refer 1st & 2nd points in the previous question and refer the concept of Process in this question.

Q.No.11. How does the prospects and financial attractiveness of an industry be analyzed?  (B)
(RTP - M16)

1. The final step of industry and competitive analysis is to use the results of analysis of previous six
issues to draw conclusions about the relative attractiveness or unattractiveness of the industry,
both short-term and long-term.

2. Company strategists have to assess the industry outlook carefully, deciding whether industry and
competitive conditions present an attractive business opportunity for the organization or whether
its growth and profit prospects are low.

3. THE IMPORTANT FACTORS ON THE BASIS OF WHICH SUCH CONCLUSIONS ARE
DRAWN ARE:
a) The industry's growth potential.
b) Whether competition currently permits adequate profitability and whether competitive forces

will become stronger or weaker.
c) Whether industry profitability will be favourably or unfavourably affected by the prevailing

driving forces.
d) The competitive position in the industry and whether its position is likely to grow stronger or

weaker.
e) The potential of the company to capitalize on the vulnerabilities of rivals
f) Whether the company is able to defend against or counteract the factors that make the

industry unattractive.
g) The degrees of risk and uncertainty in the industry's future.
h) The severity of problems faced by the industry as a whole.
i) Whether continued participation in this industry enables the firm to be successful in other

industries in which it may have business interests.

4. If an industry’s overall profit prospects are above average, the industry can be considered
attractive; if its profit prospects are below average, it is unattractive.

5. Attractiveness is relative, not absolute. An industry may appear unattractive to weak competitors
while the same industry may appear attractive to strong competitors.
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SIMILAR QUESTIONS:
1. Strategists need to assess the industry outlook carefully to decide on attractiveness of

business. Discuss the factors to base such assessment and decisions. (RTP - M16)
A. Same as above.

Q.No.12. What are the Possible Decisions based on Industry Attractiveness /
Unattractiveness? (C)

Probable Decisions if the Industry is
“Attractive”

Probable Decisions if the Industry is
“Unattractive”

1. Strengthen the Long-term Competitive
Position in the Business.

2. Expand Sales Efforts.
3. Invest in Additional Facilities and Equipment

as needed.

1. Invest Cautiously.
2. Look for ways to protect the Long-term

Competitiveness and Profitability.
3. Acquire smaller firms if the price is right.
4. Diversification into more attractive

businesses.

Q.No.13. Define the term Competitive Advantage? (B) (OLD PM, RTP- M15, N15)

a) Competitive advantage is the position of a firm to maintain and sustain a favorable market
position when compared to the competitors.

b) It is the ability to offer buyers something different and thereby providing more value for money.

c) It is the result of a successful strategy.

d) This position gets translated into higher market share, higher profits when compared to those that
are obtained by competitors operating in the same industry.

e) Competitive advantage may be in the form of low cost relationship in the industry or being unique
in the industry in the areas that are widely valued by customers and the society.

Q.No.14. Write short notes on Core Competencies. (A) (OLD PM)

Introduction: C.K. Prahlad and Gary Hamel have introduced the concept of Core Competence.

MEANING:
a) A core competence is a unique strength of an organization which

may not be shared by others.

b) Core competencies are those capabilities that serve as a source of
competitive advantage for a firm.

c) A Core competence is defined as a combination of several skills
and techniques rather than individual skill or separate technique. It
is created by superior integration of technological, physical and
human resources. They represent distinctive skills as well as
intangible, invisible, intellectual assets and cultural capabilities.

d) In order to qualify as a core competence, the competency should
differentiate the business from any other similar businesses.

CONCEPTS OF CA, CC & VCA

C.K. Prahlad, the late Indian
management guru is popularly

known as the father of the
concept of core competence.
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Identification Tests: A core competence is identified by following tests

a) Scarcity Test: It is the primary test.

b) Leverage or Extendibility Test: Does it provide access to a wide variety of markets?

c) Value Enhancement Test: Does it make significant contribution to the perceived customer
benefits of the end product?

d) Imitability Test: Can it be imitated? Does it reduce the threat of imitation by competitors?

e) Durability Test.

Examples:

Notes: (For academic interest)

1. Honda’s: Know how in engines result in superior fuel efficiency, less noise and vibration is its core
competence and enabled it to enter into various products like cars, 2 wheelers, lawn movers,
generators etc. Its dealer network is also its core competence.

2. Maruthi Suzuki has a core competence for its dealer network and after sales service.

3. HUL possess number of core competencies including its superior product technology, brand
building skills (successfully adopted international brands like Lux, Close-Up etc. to Indian
market.), wide spread distribution network and low cost supply chain.

4. Sony has a core competence in miniaturization. It can make any product tiny (very small size).

5. Canon has its core competence in optics, imaging and micro processor controls; they together
lend common advantage in products as diverse as copiers, laser printers, cameras and image
scanners.

6. IBM’s core competence was in mainframe computers which in fact is responsible for the
development of personal computers.

Q.No.15. Define the term Value Chain Analysis (VCA) (A)
(NEW SM, OLD PM, RTP- M13, M14, N17- 3M)

1. Value chain analysis is a means of describing the activities within and around an organization,
and relating them to an assessment of the competitive strength of an organization (or its ability to
provide value-for-money products or services).

2. VCA involves two basic steps: Identifying separate activities and assessing the value added
from each one of them.

3. One of the key aspects of value chain analysis is the recognition that organizations are much
more than a random collection of machines, money and people. These resources are of no value
unless deployed into activities and organised into routines and systems which ensure that
products or services are produced which are valued by the final consumer/user.

SIMILAR QUESTIONS:

1. Define the term Value Chain.

A. Same as above. (M07 - 2M)

2.  Write short note on Value Chain Analysis. (N17 - 3M)

A. Same as above.
Copyrights Reserved

To MASTER MINDS, Guntur
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Q.No.16. How are business activities classified for VCA purpose? (A)
(NEW SM, OLD PM, N08 – 2M, N13 – 3M)

Porter classified business activities into: (1) Primary or Line Activities and (2) Support Activities.

PRIMARY ACTIVITIES: The Primary Activities of an organisation are grouped into -

1. Inbound Logistics are the activities concerned with receiving, storing and distributing the inputs to
the product/service. This include materials handling, stock control, transport, etc.

2. Operations convert these inputs into final product or service, e.g. manufacturing, packaging,
assembly, testing, etc.

3. Outbound Logistics collect, store and distribute the product to customers. For tangible products,
this would include warehousing, materials handling, transport, etc. In case of services, this
involves arrangements for bringing customers to the service if it is a fixed location (e.g. sports
events).

4. Marketing and Sales provide the means whereby consumers/users are made aware of the
product / service and are able to purchase it. These include sales administration, advertising,
selling, etc.

5. Services are all those activities, which enhance or maintain the value of a product/service, such
as installation, repair, training and spares.

(VCA is like a Fish Bone Diagram)

SUPPORT ACTIVITIES: These are activities that support primary activities. Each of these groups of
primary activities are linked to support activities. These can be divided into four types:

1. Procurement: This refers to the process of acquiring various resource inputs to the primary
activities (not to the resources themselves).

2. Technology development: All value activities have a 'technology', it is know-how. The key
technologies may be concerned directly with the product (e.g. R&D product design) or with
processes (e.g. process development) or with a particular resource (e.g. raw materials
improvements).

3. Human resource management: This is an important area which is required in all primary
activities. It is concerned with those activities involved in recruiting, managing, training,
developing and rewarding people within the organization.

4. Infrastructure: The systems of planning, finance, quality control, information management, etc.
are crucially important to an organization's performance in its primary activities

SIMILAR QUESTIONS:

1. Components of Value Chain

A. It is sufficient to list out all the above activities and no need to explain them. (N 08 - 2M)
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Q.No.17. Define the term Portfolio / business portfolio  (B)                                                       (NEW SM)

1. A business portfolio is a collection of businesses and products that
make up the company.

2. The best Business Portfolio is the one that best fits the company’s
strengths and weaknesses, to the opportunities and threats in the
environment.

Q.No.18. What do you mean by Portfolio Analysis (in the context of Strategic Management)?
(NEW SM, N 12 - 2M, RTP – M13, M15)

1. In the context of Strategic Management, Portfolio analysis can be defined as a set of techniques
that facilitate in taking strategic decisions with regard to individual products or businesses in a
firm’s portfolio.

2. Portfolio analysis is a tool by which management identifies and evaluates various businesses,
product-lines, business units and investments of the company and the returns expected / obtained
from them.

3. In order to design the business portfolio, the business must analyse its current business portfolio
and decide which business should receive more, less, (or) no investment. Depending upon
analyses businesses may develop growth strategies for adding new products or businesses to the
portfolio.

Q.No.19. Advantages of Portfolio Analysis (A) (NEW SM, N12 - 2M)

1. HELPS IN THE CHANNELISATION OF RESOURCES: Portfolio approach helps a multi-product,
multi-business firm to channelise its resources (at the corporate level) to the businesses that have
greater potential. For e.g. a diversified company may divert resources from its cash-rich
businesses to more prospective ones that have scope for faster growth so that the company
achieves its corporate level objectives in an optimum manner.

2. FACILITATES STRATEGY FORMULATION: Based on the portfolio analysis, firms will develop
growth strategies for adding new products or businesses to the portfolio. The strategy may relate
to Stability or Expansion or Retrenchment or an appropriate combination thereof.

SIMILAR QUESTIONS:
1. Portfolio Analysis helps the strategists in identifying and evaluating various businesses of

a company. Explain.
A. Same as above. (N 12 - 2M)

Q.No.20. Write short notes on SBU           (A) (RTP - N16, M14 – 3M, N12 – 2M)

STRATEGIC BUSINESS UNIT (SBU): Analyzing portfolio begins with first identifying the key
businesses or strategic business units (SBUs) of the company.

a) MEANING:
i) SBU is a unit of the company that has separate vision and objectives, and which can be

planned independently from other businesses of the company.
ii) SBU can be a company division, or a product line within a division, or even a single product or

brand.

PORTFOLIO ANALYSIS

HUL is maintaining more than
 150 products in its portfolio.
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iii) SBUs are common in organisations that are located in multiple countries with independent
manufacturing and marketing setups.

b) CHARACTERISTICS: SBU

i) Is a single business or collection of related businesses that can be planned separately.

ii) Has its own set of competitors.

iii) Has a manager who is responsible for strategic planning and profit.

c) ANALYSIS: After identifying SBUs the company has to assess their attractiveness and decide
how much support each SBU requires. There are a number of portfolio analysis techniques. The
most popular is the Boston Consulting Group (BCG) matrix (or) product portfolio matrix.

Q.No.21. Write short notes on Experience Curve  (A)
(NEW SM, OLD PM, RTP - N15, N16, N12 - 3M, M14 – 3M,

N17- 3M)

a) MEANING:
i) The concept is similar to learning curve which explains

the efficiency increase gained by workers through
repetitive productive work.

ii) The concept of Experience Curve is based on common
experience that Average Cost per unit declines as a
firm accumulates experience in terms of volume of
production.

iii) The implication is that larger firms in an industry would
tend to have lower unit costs as compared to those for
smaller companies, thereby gaining a competitive cost advantage.

iv) It is an important concept used for applying a portfolio approach.

b) FACTORS / REASONS: Experience Curve results from factors like –

i) Learning Effects,

ii) Economies of Scale,

iii) Product Re-design, and

iv) Technological improvements in production.

c) RELEVANCE: The concept of experience curve is relevant for a number of areas in strategic
management. For example,

i) It is considered as a barrier for new firms which are thinking of entering into the industry.

ii) It is also used to build market share and discourage competition.

SIMILAR QUESTIONS:
1. Explain the concept of Experience Curve and highlight its relevance in strategic

management.
A. Same as above. (PM, N12 - 3M)

Q.No.22. Write short notes on Product Life Cycle (A) (NEW SM, OLD PM, M15 - 4M, N13 - 4M)

PRODUCT LIFE CYCLE: PLC is a useful concept for guiding strategic choice. PLC is an S-shaped
curve which exhibits the relationship of sales with respect of time for a product that passes through
the four successive stages of introduction (slow sales growth), growth (rapid market acceptance)
maturity (slowdown in growth rate) and decline (sharp downward drift).
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a) INTRODUCTION: In this stage the competition is almost negligible, prices are relatively high and
markets are limited. Sales grow at a lower rate because of lack of knowledge to the customers.

b) GROWTH: In this stage, the demand expands rapidly, prices fall, competition increases and
market expands. The customer has knowledge about the product and shows interest in
purchasing it.

c) MATURITY: In this stage, the competition gets tough
and market gets stabilised. Profit comes down
because of stiff competition. At this stage
organisations may work for maintaining stability.

d) DECLINE: In this stage, the sales and profits fall
down sharply as some new product replaces the
existing product. So, a combination of strategies can
be implemented to stay in the market either by
diversification or retrenchment.

SIGNIFICANCE: The main advantage of PLC is that it can be used to diagnose a portfolio of
products (or businesses) in order to establish the stage at which each of them exists. Particular
attention is to be paid on the businesses that are in the declining stage. Depending on the diagnosis,
appropriate strategy can be chosen.

EXAMPLE: Expansion may be a feasible alternative for businesses in the introductory and growth
stages. Mature businesses may be used as sources of cash for investment in other businesses which
need resources. A combination of strategies like selective harvesting, retrenchment, etc. may be adopted
for declining businesses. In this way, a balanced portfolio of businesses may be built up by exercising a
strategic choice based on the PLC concept.

SIMILAR QUESTIONS:
1. Explain the Growth phase of product life cycle. (OLD PM)
A. Product life cycle (PLC) is a concept that describes a product’s four major life stages, i.e.,

introduction, growth, maturity and decline in terms of sales, profits, customers, competitors and
marketing emphasis. + Explain the different aspects of the product in the growth stage.

2. Write a short note on Product Life Cycle (PLC) and its significance in portfolio diagnosis.
A. Same as above. (OLD PM, M15 - 4M)

Q.No.23. Various models of Portfolio Analysis. (C)

1. Boston Consulting Group (BCG) Growth – Share Matrix.

2. General Electric (GE) Matrix.

3. Arthur D. Little (ADL) Matrix.

Q.No.24. BCG Growth- Share Matrix (A)
(NEW SM, OLD PM, RTP- N11, M12, N14, N16, M 09 – 10 M, N 11 – 4M)

INTRODUCTION:
a) Large companies with number of SBUs face the challenge of allocating resources among them.

b) In early 1970's the Boston Consulting Group developed a model for managing a portfolio of
different business units or major product lines.

c) The BCG matrix can be used to determine what priorities should be given to the different SBUs of
a company.
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1. STAGE 1: Under the BCG approach, a company classifies its different businesses on a two-
dimensional Growth – Share matrix. In this matrix:

a) Vertical axis represents Market Growth Rate and provides a measure of Market
Attractiveness.

b) Horizontal axis represents relative market share and serves as a measure of company
strength in the market.

BCG matrix depicts quadrants as shown in the above diagram:

2. STAGE 2: Different types of business represented by either products or SBUs can be classified
for portfolio analyses through BCG matrix. They have been depicted by meaningful metaphors,
namely:

Stars – Products
or SBUs that
grow rapidly

a) Stars can generate their own internal cash flows in view of:
i) Low cost advantage,
ii) Large scale economies,
iii) Cumulative production experience.

b) Some stars can meet investment requirements from their own internal
cash flows while others need additional investments.

c) They represent best opportunities for expansion.

Cash Cows Low
growth, high
market share

SBUs or
products.

a) They generate cash and have low costs.
b) They are established, successful and need less investment to maintain

their market share.
c) In the long run, when the growth rate slows down, Stars become Cash

Cows.
d) They become financial base for the company.

Question Marks
or Problem

Children or Wild
Cats

a) Low market-share business in high-growth markets.
b) They need heavy investments but have low potential to generate cash.
c) Question marks if left unattended may become cash traps.
d) As growth rate is high, increasing the investments should be relatively

easier.
e) Firms have to initiate action to convert “Question Marks” into “Stars” and

then to “Cash Cows”, when the growth rate reduces.

Dogs – Low
growth, low share
SBUs & products

a) They may generate enough cash to maintain themselves, but do not
have much future.

b) Sometimes they may need cash to survive.
c) Dogs should be minimised through divestment or liquidation.

3. STAGE 3: After classifying the SBUs as above, the role of each SBU is determined on the basis
of the following strategies. The four strategies that help to determine the role of SBUs are:

The Boston Consulting Group is a global
management consulting firm and is recognised

as one of the most prestigious management
consulting firms in the world.
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a) Build (Stars): Here the objective is to increase market share, even by foregoing short-term
earnings in favour of building a strong future with large market share.

b) Hold (Question Marks): Here the objective is to preserve market share.

c) Harvest (Cash Cows): Here the objective is to increase short-term cash flows, irrespective of
long-term effect.

d) Divest (Dogs): Here the objective is to sell or liquidate the business because resources can
be better used elsewhere.

Thus BCG matrix is a powerful tool for strategic planning analysis and choice.

SIMILAR QUESTIONS:
1. Describe the construction of BCG Matrix and discuss its utility in Strategic Management.
A. Same as above. (OLD PM, J 09 - 10M)
2. How an organization analyses its business portfolio on market growth rate and relative

market share? (RTP - M13, M15)
A. Same as above.

3. In B.C.G. matrix for what the metaphors like stars, cows and dogs are used? (OLD PM)
A. The BCG growth-share matrix is a popular way to depict different types of products or SBUs as

follows:

 Stars are products or SBUs with high market share in a market which is growing rapidly.

 Cash Cows are low-growth, high market share businesses or products.

 Question Marks are low market share business in high-growth markets.

 Dogs are low-growth, low-share businesses and products.

4. Discuss ‘dogs’ in BCG Matrix. (OLD PM)
A. Refer the “dogs” in above matrix.

5. Explain the term ‘star’ in the context of BCG matrix. (OLD PM)
A. Refer the “stars” in above matrix.

6. In the light of BCG Growth Matrix state the situation under which the following strategic
options are suitable: (i) Build (ii) Hold (iii) Harvest (iv) Divest (OLD PM)

A. Refer 3rd point in the above answer.

7. What does the concept of ‘question marks’ in the context of BCG Growth-share matrix
signify? What strategic options are open to a business firm which has some ‘question
marks’ in the portfolio of its businesses? (OLD PM, M15 - 3M)

A. Refer ‘question marks’ in the above matrix.

Q.No.25. Explain the General Electric (GE) Model of Portfolio Analysis. (“Stop- Light” Strategy
Model) (A) (NEW SM, OLD PM, RTP - M14, N14, M16, M16 - 3M)

1. This model was developed by General Electric (GE) Company with the assistance of the
consulting firm McKinsey & Company.

2. This model is also known as GE 9-Cell Matrix or General Electric Model.

3. The strategic planning approach in this model has been inspired from traffic control lights.

4. Factors/ Dimensions:

 The General Electric Model is similar to the BCG Growth Share Matrix. This model uses two
factors while taking strategic decisions: Business Strength and Market Attractiveness.
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 The vertical axis indicates market attractiveness and the horizontal axis shows the business
strength in the industry.

5. Evaluation of SBU: Each SBU is labeled as high, medium or low, on the above dimensions. The
following criteria are adapted for evaluation of SBU:

Business strength is measured by considering
the typical drivers like:

The market attractiveness is measured
by a number of factors like:

 Market share.
 Market share growth rate.
 Profit margin.
 Distribution efficiency.
 Brand image.
 Ability to compete on price and quality.
 Customer loyalty.
 Production capacity.
 Technological capability.
 Relative cost position.
 Management caliber, etc.

 Size of the market.
  Market growth rate.
 Industry profitability.
 Competitive intensity.
 Availability of Technology.
 Pricing trends.
 Overall risk of returns in the industry.
 Opportunity for differentiation of

products and services.
 Demand variability.
 Segmentation.
 Distribution structure (e.g. retail, direct,

wholesale) etc.

6. Strategy Formulation: Overall ratings for both dimensions are calculated for each SBU. Appropriate
strategy (as indicated in the above matrix) is adopted based on the classification of SBU.

a) Green Zone: If a product falls in the green section, the business is at advantageous position.
To reap the benefits, the strategic decision can be to expand, to invest and grow.

b) Yellow Zone: If a product is in the yellow zone, it needs caution and managerial discretion is
called for making the strategic choices.

c) Red Zone: If a product is in the red zone, it will eventually lead to losses that would make
things difficult for organisations. In such cases, the appropriate strategy should be
retrenchment, divestment or liquidation.

SIMILAR QUESTIONS:
1. Explain the model which has been inspired from traffic control lights.
A. Same as above (RTP - M14)
2. Discuss GE 9 cell matrix. How it is related to traffic control lights?
A. Same as above (RTP - M16)

Green
Yellow

Red
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Q.No.26. Explain the ADL Matrix.      (A) (NEW SM, OLD PM, N 12 -1M, N16 - 6M)

INTRODUCTION:

 Arthur D. Little consulting company developed the ADL matrix in late 1970.

 It is often associated with strategic planning at business unit level. However, it works equally well
for a product line or even for a particular product.

 ADL matrix is a method of portfolio analysis based on the concept of product Life cycle (PLC).

 It involves a 2 dimensional matrix based on 2 parameters: The Firm’s competitive position & The
state of Industry’s maturity.

 Stage of industry maturity is an environmental measure that represents a position in industry's life
cycle.

 Competitive position is a measure of business strengths that helps in categorization of products or
SBU's into one of five competitive positions: dominant, strong, favourable, tenable and weak.

THE ADL MATRIX AS FOLLOWS:

Stage of industry maturity
Competitive

position Embryonic Growth Mature Ageing

Dominant Fast grow.
Build barriers. Act

offensively.

Fast grow Attend
cost leadership
Renew Defend

position Act
offensively

Defend position
Attend cost

leadership Renew
Fast grow Act

offensively

Defend position
Renew Focus

Consider withdrawal

Strong Differentiate Fast
grow

Differentiate Lower
cost Attack small

firms

Lower cost Focus
Differentiate Grow

with industry

Find niche Hold
niche Harvest

Favourable Differentiate Focus
Fast grow

Focus Differentiate
Defend

Focus Differentiate
Harvest Find niche

Hold niche
Turnaround Grow
with industry Hit

smaller firms

Harvest Turnaround

Tenable Grow with industry
Focus

Hold niche
Turnaround Focus
Grow with Industry

Withdraw

Turnaround Hold
niche Retrench

Divest Retrench

Weak Find niche Catch-up
Grow with industry

Turnaround
Retrench Niche or

withdraw

Withdraw Divest Withdraw

THE FIRM’S COMPETITIVE POSITION: It is based on an assessment of the following criteria:

a) Dominant: This is a comparatively rare position and in many cases is attributable either to a
monopoly or a strong and protected technological leadership.

b) Strong: By virtue of this position, the firm has a considerable degree of freedom over its choice of
strategies and is often able to act without its market position being unduly threatened by its
competitions.

c) Favourable: This position, which generally comes about when the industry is fragmented and no
one competitor stand out clearly, results in the market leaders a reasonable degree of freedom.

d) Tenable: Although the firms within this category are able to perform satisfactorily and can justify
staying in the industry, they are generally vulnerable in the face of increased competition from
stronger and more proactive companies in the market.
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e) Weak: The performance of firms in this category is generally unsatisfactory although the
opportunities for improvement do exist.

THE STATE OF INDUSTRY MATURITY: There are 4 categories of industry maturity (also referred to
as industry life cycle).

a) Embryonic: This is the introduction stage, characterised by rapid market growth, very little
competition, new technology, high investment & high prices.

b) Growth: The industry continues to strengthen, sales increases, few competitors exist and the
company enjoys rewards for bringing a new product to the market.

c) Mature: The industry is stable, there is a well established customer base, market share is stable,
there are lots of competitors and energy is put to differentiate from competitors.

d) Aging: Demand decreases, companies start abandoning the market, the fight for market share
among remaining competitors gets too expensive & companies begin leaving or consolidating
until the markets demise.

NOTE: When you are asked to write a short note on ADL matrix, you need not write about The Firm’s
Competitive Position and The State of Industry Maturity in the above answer.

SIMILAR QUESTIONS:
1. Explain the meaning of ADL Matrix. (OLD PM, N12 - 1M)
A. Refer the meaning above and list out the 2 parameters (No need to explain them).
2. Describe the various competitive positions and its assessment criteria as per ADL Matrix.
A. Refer The Firm’s Competitive Position point in above answer. (N16 - 3M)
3. List and discuss briefly the four stages of maturity of any one competitive position in ADL Matrix.
A. Refer the matrix above. (N16 - 3M)

Q.No.27. Explain the Growth Strategies under Ansoff’s Product- Market Growth Matrix.
(A)(NEW SM, OLD PM)

The Ansoff’s product market growth matrix (proposed by Igor Ansoff) is an useful tool that helps
businesses decide their product and market growth strategy. With the use of this matrix, a business
can get a fair idea about how its growth depends upon its markets in new or existing products in both
new and existing markets. The product/market growth matrix is a portfolio-planning tool for identifying
company growth opportunities. The Ansoff’s product market growth matrix is as follows:

Strategy Meaning Explanation

Market
Penetration

To sell Existing
Products into

Existing Markets

1. Market penetration i.e. making more sales to present
customers, without changing products in a major way,
might require greater spending on advertising or
personal selling.

2. Market Penetration can be achieved by:

Igor Ansoff is popularly known as the
father of strategic Management. His
product market growth matrix has

been very popular
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 Increasing Market Share,
 Increasing Product Usage/ Utilities,
 Increasing the frequency of usage,
 Increasing the quantity used, or
 Finding new applications for current users.

Market
Development

To sell Existing
Products into
New Markets

1. Market development strategy involves identifying and
developing new markets for current products of the
company.

2. This strategy may be achieved through:
 New Geographical Markets,
 New Product Dimensions or Packaging,
 New Distribution Channels,
 Different Pricing Policies to Attract Different

Customers,
 Creating New Market Segments.

Product
Development

To introduce New
Products into

Existing Markets

1. The company seeks growth by offering modified or new
products to current markets.

2. Product Development can be achieved by:
 Adding new features to the product (product

refinement),
 Developing a new generation product

3. This strategy may require the development of new
competencies and requires the business to develop
modified products which can appeal to existing markets.

4. Initially the investment is high and requires new
technology.

Diversification
To sell New

Products in New
Markets.

 It involves starting up or acquiring businesses outside
the company’s current products and markets.

 This strategy is risky, because it does not rely on either
the company’s successful product or its position in
already established markets.

SIMILAR QUESTIONS:

1. Explain the meaning of Market Penetration. (M 12 - 2M)

A. Refer the above answer.

2. “The Ansoff’s Product – Market Growth Matrix is a useful tool that helps businesses to
frame their product and market growth Strategy. Elucidate this statement. (M 13 - 3M)

A. Refer fast track material for brief answer.

3. Aurobindo, the pharmaceutical company wants to grow its business. Draw Ansoff’s
Product Market Growth Matrix to advise them of the available options. (OLD PM, M10 - 4M)

A. Same as above

4. ABC Ltd., the pharmaceutical company wants to grow its business. Draw Ansoff’s Product
Market Growth Matrix to advise them of the available options.

A. Same as above.
Copyrights Reserved

To MASTER MINDS, Guntur
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Q.No.28. Write short note on SWOT ANALYSIS (A)
 (NEW SM, OLD PM, RTP - M12, MTP – M17, M16, N16 - 4M)

SWOT analysis is a tool used by organizations for evolving strategic options for the future. The term
SWOT refers to the analysis of strengths, weaknesses, opportunities and threats facing a company.
Strengths and weaknesses are identified in the internal environment, whereas opportunities and
threats are located in the external environment.

1. STRENGTH: An Inherent Capability of the firm to gain strategic advantage over its competitors.

2. WEAKNESS: An Inherent Limitation or Constraint of the firm which creates strategic
disadvantage to it.

3. OPPORTUNITY: It is a Favourable Condition in the firm’s environment which enables it to
strengthen its position. An example of an opportunity is growing demand for the products or
services that a company provides.

4. THREAT: An Unfavourable Condition in the firm’s environment which causes a risk for, or
damage to the firm’s position.

SIMILAR QUESTIONS:

1. What is an opportunity? (OLD PM)

A. Refer 3rd point of the above answer + An example of an opportunity is growing demand for the
products or services that a company provides.

2. Write a short note on SWOT analysis. (OLD PM)

A. Same as above.

Q.No.29. Explain the Significance of SWOT Analysis? (A)
                                      (OLD PM, RTP - M12, M16, M14 - 3M, N16- 4M, M-16)

SWOT analysis helps managers to craft a business model (or models) that will allow a company to
gain a competitive advantage in its industry (or industries). Competitive advantage leads to increased
profitability, and this maximizes a company's chances of surviving in the fast-changing, competitive
environment.

THE SIGNIFICANCE OF SWOT ANALYSIS LIES IN THE FOLLOWING POINTS:

1. It provides a Logical Framework: SWOT analysis provides a logical framework for systematic
analysis of issues having influence on the business situation, generation of alternative strategies
and the choice of a strategy.

One of the major strengths of Hindustan Unilever
Limited (HUL) is its strong advertising and

promotion, besides its vast distribution network and
superior brand building skills.

HUL’s distribution covers over 2 million retail outlets
across India directly and its products are available in
over 6.4 million outlets in the country. As per Nielsen
market research data, two out of three Indians use

HUL products.

SWOT ANALYSIS
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2. It presents a Comparative Account:
a) SWOT analysis presents the information about both external and internal environment in a

structured form where it is possible to compare external opportunities and threats with internal
strengths and weaknesses.

b) Some patterns or combinations can be, high opportunities and high strengths, high
opportunities and low strengths, high threats and high strengths, high threats and low
strengths.

3. It guides the strategist in Strategy Identification:
a) It is natural that a strategist faces a problem when his organization cannot be matched in the

four patterns.
b) It is possible that the organization may have several opportunities and some serious threats.
c) In such situation, SWOT analysis guides the strategist to think of overall position of the

organization that helps to identify a suitable strategy.

SWOT Analysis: What to look for in sizing up
Strengths, Weaknesses, Opportunities, and Threats.

SIMILAR QUESTIONS:
1. What is the purpose of SWOT Analysis? Why is it necessary to do a SWOT Analysis before

selecting a particular strategy for a business organization? (OLD PM)
A. Refer 28th question + Meaning & Side headings of the above question
2. A CEO of a company recently attended a seminar on strategic management. He is quite

enthusiastic but does not understand how to use SWOT analysis for his Company. Act as
a consultant and advise him on how to use SWOT analysis to formulate business
strategies.

A. As a consultant of a company, first of all the CEO will be explained about the concept and
significance of SWOT analysis. + Refer above two questions.  (RTP - N16)
After explaining the concept and significance of SWOT analysis, the CEO of the company should
be asked to undertake the SWOT analysis of his company for knowing the strengths,
weaknesses, opportunities, and threats. Further, he should be asked to compare external
opportunities and threats with internal strengths and weaknesses of his company for crafting
suitable strategy which matches with the company’s overall objectives.

3. What is SWOT analysis? Discuss its significance?  (RTP M16)
A. Refer above two questions.

Q.No.30. How can TOWS Matrix be used for analyzing strategic situation of a company? (A)
  (NEW SM, OLD PM, RTP - N14, M15, M13 – 4M)

TOWS MATRIX:

1. Through SWOT analysis organisations identify their strengths, weaknesses, opportunities and
threats. While conducting the SWOT Analysis managers are often not able to come to a
conclusion about the strategic alternatives that are relevant to them.
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2. Heinz Weihrich developed a matrix called TOWS matrix by matching strengths and weaknesses
of an organization with the external opportunities and threats.

3. The incremental benefit of the TOWS matrix lies in systematically identifying relationships
between these factors and selecting strategies on their basis. Thus, TOWS matrix has a wider
scope when compared to SWOT analysis. TOWS analysis is an action tool whereas SWOT
analysis is a planning tool.

4. It is a useful technique that helps in brainstorming and generating alternative strategies.

5. It helps strategic managers to design various corporate level strategies such as growth, stability
or retrenchment strategies as well as business level strategies.

6. ALTERNATE STRATEGIC CHOICES: Through TOWS matrix four distinct alternative kinds of
strategic choices can be identified as given below:

a) SO (Maxi-Maxi): SO is a position that
any firm would like to achieve. The
strengths can be used to capitalize or
build upon existing or emerging
opportunities.

b) ST (Maxi-Mini): ST is a position in which
a firm strives to minimize the existing or
emerging threats through its strengths.

c) WO (Mini-Maxi): The strategies need to
be developed to overcome
organizational weaknesses and to exploit the emerging opportunities to the maximum.

d) WT (Mini-Mini): WT is a position that any firm would like to avoid. An organization facing
external threats and internal weaknesses may have to struggle for its survival.

7. By using TOWS Matrix, one can intelligently look at how best one can take the advantage of the
opportunities open to him, at the same time that how he can minimize the impact of weaknesses
and protect oneself against threats.

SIMILAR QUESTIONS:

1. Write short notes on TOWS matrix?

A. Same as above.

2. Describe the construction of Tows Matrix. (M 13 - 2M)

A. Refer 6th point in the above answer

3. Explain how TOWS Matrix can generate strategic options within external and internal
environment. (RTP - M15)

A. Same as a above

4. What is TOWS Matrix. How is TOWS Matrix an improvement over the SWOT Analysis?
Describe the construction of TOWS Matrix. (OLD PM, M13 - 4M, RTP N14)

A. Same as above.

5. Discuss the relevance of TOWS Matrix in the strategic planning process.
(OLD PM, N 09 - 2M)

A. Refer the first 5 points in the above answer.

Copyrights Reserved
To MASTER MINDS, Guntur
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Q.No.31. Write short notes on Global Environment (C)

 Today's competitive environment requires that companies must analyse global environment as it
is also rapidly changing.

 The new concept of global village has changed how individuals and organizations relate to each
other.

 Further, new migratory habits of the workforce as well as increased offshore operations are
changing the dynamics of business operation.

FACTORS OF GLOBAL ENVIRONMENT THAT SHOULD BE ASSESSED INCLUDE:
a) Potential Positive and Negative impact of Significant International Events. For e.g. sports meet or

terrorist attack

b) Identification of changing and emerging global markets. This includes shifts in the newly
industrialised countries in Asia that may imply the opening of new markets for products or
increased competition from emerging globally competitive companies in countries such as South
Korea and China.

c) Differences between cultural and institutional attributes of individual global markets.

Q.No.32. Nature of Globalisation  (A)        (NEW SM, OLD PM, RTP- N14)

1. MEANING OF GLOBALISATION:
a) Globalization means several things for several people. For some it is a new paradigm - a set

of fresh beliefs, working methods, and economic, political and socio-cultural realities in which
the previous assumptions are no longer valid. For developing countries, it means integration
with the world economy.

b) In simple economic terms, globalization refers to the process of integration of the world into
one huge market. Such unification calls for removal of all trade barriers among countries.
Even political and geographical barriers become irrelevant.

2. EFFECTS OF GLOBALIZATION: At the company level, globalization means two things:

a) The company commits itself heavily with several manufacturing locations around the world
and offers products in several diversified industries, and

b) It also means ability to compete in domestic markets with foreign competitors.
SIMILAR QUESTIONS:
1. Globalisation means different things to different people. (T/F)
A. Refer 1st point in the above answer. (M 10 - 2M)
2. Write short on Globaliszation?
A. Same as above (RTP N14)

Q.No.33. What is a Multinational or Global Company? (A)
(NEW SM, OLD PM, N 08 - 4M, N 12, N13, N16 - 3M)

1. MEANING:
a) A Multinational Company (MNC) or a Transnational Company (TNC) is the one that by

operating in more than one country, gains R&D, production, marketing and financial advantages
in its costs and reputation that are not available to purely domestic competitors.

GLOBAL ENVIRONMENT
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b) A Multi National Company:
i) Views the world as one market,

ii) Minimizes the importance of national boundaries, and

iii) Raises its capital and markets its products, wherever it can do the job best.

2. CHARACTERISTICS OF A GLOBAL COMPANY:
a) It is a Conglomerate of multiple units (located in different parts of the globe) but all linked by

common ownership.

b) Multiple units draw from Common Pool of Resources, such as money, credit, information,
patents, trade names and control systems.

c) Inspite of pressure in different nations, the units or divisions of MNC may have common
strategy in certain areas.

SIMILAR QUESTIONS:
1. Write short notes on Characteristics of a Global Company. (N 12 – 3M)
A. Refer 2nd point in the above answer

2. A global company has 3 characteristics. Explain. (N 13 – 3M)
A. Refer 2nd point in the above answer.

Q.No.34. Explain the reasons necessary for globalization by companies (A)
                                                                      (RTP- M16, M16 - 3M)  (For student self- study)

REASONS FOR GLOBALIZATION: Major reasons for going global are as follows:

1. The first reason is the need to grow. It is basic need of organisations. Often finding opportunities
in the other parts of the globe organisation extend their businesses and globalise.

2. There is rapid shrinking of time and distance across the globe on account of faster
communication, speedier transportation, growing financial flows and rapid technological changes.

3. The domestic markets are no longer adequate and rich. For e.g. Japanese have flooded the U.S.
market with automobiles and electronics because the home market was not large enough to
absorb whatever was produced.

4. To secure a reliable and cheaper source of raw materials, labour etc. For e.g. Hyundai got
competent engineers at lower cost, industry friendly Maharashtra Govt. which allowed them to
setup a unit in India which supplies spare parts for all Hyundai Cars across the world.

5. Companies set up overseas plants to reduce high transportation costs. For e.g. making a car in
Korea & exporting it in Europe & America is expensive & time consuming therefore India as a
manufacturing hub for Hyundai proved to be better place.

6. A successful new product does not remain limited to one geographical area or country. It
gradually generates demand from other parts of the globe.

7. Justification of foreign investment keeping in view the size of foreign market.

SIMILAR QUESTIONS:
1. Elaborate the reasons necessary for the globalization of companies. (M16 - 3M)
A. Same as above
2. Write short note on Reasons necessary for globalization of companies. (RTP N15)
A. Same as above
3. Why do companies go global?
A. Same as above

Copyrights Reserved
To MASTER MINDS, Guntur
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Q.No.35. To which industries the following developments offer opportunities and threats?
"Increasing trend in India to organize IPL (Cricket) type of tournaments in other sports also"
(A) (OLD PM, N14 - 3M)

1. An opportunity is a favourable condition in the organisation’s environment which enables it to
strengthen its position.

2. On the other hand a threat is an unfavourable condition in the organisation’s environment which
causes a risk for, or damage to, the organisation’s position.

3. The IPL (Cricket) tournament is highly profit and entertainment driven. A number of entities and
processes are involved in this IPL type of tournament. IPL (Cricket) type of tournament would
offer opportunities/threats to the following industries.

4. OPPORTUNITIES TO:
a) Stadiums.

b) Sports Industry.

c) Manufactures of sports items.

d) Media Industry – Sports channels / television, advertisers.

5. THREATS TO:
a) Entertainment industry like TV serials, cinema theatres, and Entertainment theme parks as

competitors will be fighting for the same viewers/target customers.

b) Tourism and hotel Industry.

c) Event Management.

Q.No.36. To which industries the following environmental changes will offer opportunities and
pose threats (name any two industries in each case)? Give reasons for your answer. (i)
Significant reduction in domestic air- fares spanning over a long period (ii) Cut in interest
rates by banks.  (A) (OLD PM, M 15 - 4M)

A. SIGNIFICANT REDUCTION IN DOMESTIC AIR FARES SPANNING OVER A LONG PERIOD
WILL HAVE OPPORTUNITIES AND THREATS AS FOLLOWS:

1. Opportunities

a) Tourism as there would be more demand.

b) Hotels as travel would be cheaper and there would be more commuters.

2. Threats

a) Airlines Industry as there would be squeeze in their profits.

b) In flight catering as they would face pressure to reduce cost.

B. CUT IN INTEREST RATES BY BANKS WILL HAVE OPPORTUNITIES AND THREATS AS
FOLLOWS:

1. Opportunities:

a) Capital intensive infrastructure as the interest cost will come down

b) Real Estate as demand for property on loan will increase.

APPLICATION ORIENTED QUESTIONS
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2. Threats:

a) Banking industry facing reduction in saving and investments.

b) Financial services industry in the area of managing funds such as pension funds, mutual
funds as their income will recede.

Q.No.37. To which industries the following development offers opportunities and threats?
‘The number of nuclear families, where husband and wife both are working, is fast increasing’.
(A) (OLD PM, N 10 - 3M)

1. MEANING:
a) An opportunity is a favourable condition in the organisation’s environment which enables it to

strengthen its position.

b) Threat is an unfavourable condition in the organisation’s environment which causes a risk for,
or damage to, the organisation’s position.

2. Different developments in the environment can offer different opportunities and threats. In the social
environment, there is growth of nuclear families that is away from the joint family system. Often both
husbands and wife are working. Having double income increases their spending capacity.

3. Such developments bring opportunities to different businesses such as

a) ready to eat food, eateries, ready to cook items,

b) dish washers,

c) washing machines,

d) crèches for children

e) lifestyle products etc.

4. At the same time, such development also acts as threat to

a) traditional raw food suppliers,

b) kitty party organizers etc.

Q.No.38. In the context of Ansoff’s Product- Market Growth Matrix, identify with reasons the
type growth strategies followed in the following cases.
a) A leading producer of toothpaste, advises its customers to brush teeth twice a day to keep

breath fresh.
b) A business giant in hotel industry decides to enter into dairy business.
c) One of India’s premier utility vehicles manufacturing company ventures into foray into

foreign markets.
d) A renowned auto manufacturing company launches ungeared scooters in the market.  (B)

(NEW SM, OLD PM, N 14 - 4M)

The Ansoff’s product market growth matrix is a useful tool that helps businesses decide their product
and market growth strategy. This matrix further helps to analyse different strategic directions.
According to Ansoff there are four strategies that an organisation might follow.

a) MARKET PENETRATION: A leading producer of toothpaste, advises its customers to brush teeth
twice a day to keep breath fresh. It refers to a growth strategy where the business focuses on
selling existing products into existing markets.

b) DIVERSIFICATION: A business giant in hotel industry decides to enter into dairy business. It
refers to a growth strategy where a business markets new products in new markets.
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c) MARKET DEVELOPMENT: One of India’s premier utility vehicles manufacturing company
ventures to foray into foreign markets. It refers to a growth strategy where the business seeks to
sell its existing products into new markets.

d) PRODUCT DEVELOPMENT: A renowned auto manufacturing company launches ungeared
scooters in the market. It refers to a growth strategy where business aims to introduce new
products into existing markets.

Q.No.39. What are the objectives of SWOT Analysis?       (A)    (NEW SM, RTP - N15)

In SWOT analysis ‘strengths’ and ‘opportunities’ are positive considerations and ‘weaknesses’ and
‘threats’ are negative considerations. The basic objectives of conducting SWOT analysis are:

a) To exploit the strengths of the company to achieve its objectives.

b) To identify the shortcomings in the company’s present skills and resources and to take necessary
corrective steps so that the overall interest of the organisation is protected.

c) To focus on profit making opportunities in the business environment and for identifying threats.

d) To highlight areas within the company, which are strong and might be exploited more and
weaknesses, where some defensive planning might be required to prevent the company from
downfall.

Q.No.40. Write short notes on the role of Global Industries (B)
(NEW SM, OLD PM, RTP N15, M12- 3M)

1. The term global industry specifically means an industry where a firm’s competitive position in one
country is affected by its position in other countries.

2. A global industry is one that by operating In the context of Strategic Management, Portfolio
analysis can be defined as a set of techniques that facilitate in taking strategic decisions with
regard to individual products or businesses in a firm’s portfolio.

3. The industries that reveal global pattern in today’s world include automobiles, television sets,
commercial aircrafts and boats, sporting equipment, watches, clothing, semiconductors, copiers
and also the transfer of funds.

Q.No.41. “Management of internal linkages in the Value Chain could create competitive
advantages in number of ways.” Briefly explain. (A)  (NEW SM, OLD PM, RTP- M16, N 14- 3M)

MANAGEMENT OF INTERNAL LINKAGES IN THE VALUE CHAIN COULD CREATE
COMPETITIVE ADVANTAGE IN A NUMBER OF WAYS:
a) Linkages between Primary Activities: There may be important linkages between the primary

activities. For example, a decision to hold high levels of finished stock might ease production
scheduling problems and it can provide faster response time to the customer. But it will increase
the overall cost of operations. One has to assess whether the value added to the customer by this
faster response is greater than the additional cost.

b) Linkages between Primary and Support Activities: The management of the linkages between
primary activity and support activity may be the basis of a core competence. It may be key
investment in systems or infrastructure which provides the basis on which the company
outperforms competition. For e.g., Travel bookings and hotel reservation systems are helping in
providing better service and a service at reduced cost.

c) Linkages between different Support Activities: It may also be the basis of building competitive
advantage. For example, the extent to which human resource development is in tune with new
technologies is a key feature in the implementation of new production and office technologies.
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In addition to the management of internal linkage, competitive advantage may also be gained by
the ability to complement/co-ordinate the organization's own activities with those of suppliers,
channels or customers. Again, this could occur in a number of different ways:

a) Vertical integration attempts to improve performance through ownership of more parts of the value
system, making more linkages internal to the organization. However, the practical difficulties and costs
of co-ordinating a wider range of internal activities can outweigh the theoretical benefits.

b) Within manufacturing industry the competence in closely specifying requirements and controlling
the performance of suppliers (sometimes linked to quality checking and/or penalties for poor
performance) can be critical to both quality enhancement and cost reduction.

c) A more recent philosophy has been total quality management, which seeks to improve
performance through closer working relationships between the specialists within the value
system.

d) The merchandising activities which manufacturers undertake with their distributors are now much
improved and are an important.

1. Who is popularly known as the father of the concept of ‘Competitive Advantage’?
2. Amway, a US Consumer goods firm sells the same products, in the same way in all countries.

Name the approach of Amway in global markets.
3. Nestle company sells its products in most countries and manufactures in many. Besides its

managers and shareholders are from different Nations. Hence, Nestle Company is known as?
4. Intel, the market leader in computer micro processors insists on computer manufacturing

companies to use ‘Intel Inside’ campaign in their advertisements. Under which one of the five
forces of Michael Porter’s model can this be discussed as an example?

5. What is the cost that prevents a customer from changing his existing service provider and
switching over to a new service provider?

6. Unilever, the parent company of HUL, introduces different products in different countries by
centralizing its operational decisions globally. What type of approach is being followed by
Unilever?

7. Among the various modes of entry into foreign markets, which one does involve a high risk and
substantial amount of an organisation’s resources?

8. LG, a South Korean consumer electronics company entered the Indian market by establishing its
100% subsidiary in Noida. What is the name of the mode of entry adopted by LG in India?

9. List out various ‘entry barriers’ you may encounter, if you want to start a business that
manufacturers and markets steel.

10. Products had longer life cycle stages in the past. But, today’s products have shorter life cycle stages
and are quickly getting outdated. What are the various reasons for this situation?

11. List out the various businesses in ITC’s business portfolio.
12. List out the various SBUs of Tata Group
13. In which way is GE matrix an improvement over BCG matrix? Explain
14. Imagine you are a toothpaste manufacturing company. Explain the different ways in which you

achieve market penetration?
15. Write an explanatory note on strategic analysis.
16. Why organizations undertake portfolio analysis? (PM)
17. Explain the strategic implications of each of the following types of businesses in a corporate

portfolio: (a) Stars (b) Question marks (c) Cash cows (d) Dogs. (PM)

THE END

TEST YOUR KNOWLEDGE
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3. STRATEGIC MANAGEMENT PROCESS

Q.No.1.What is Strategic Planning? (C)    (NEW SM)

WHAT IS PLANNING?
a) Planning means deciding what needs to done in the future (today, next week, next month, next

year, over the next couple of years, etc.) and generating blueprints for action. Good planning is an
important constituent of good management.

b) Planning involves determination of the course of action to attain the predetermined objectives. It
bridges the gap between where we are and where we want to go. Thus, planning is future
oriented in nature.

c) Planning can be strategic or operational. Strategic plans are made by the senior management for
the entire organization after taking into account the organization’s strengths and weaknesses in
the light of opportunities and threats in the external environment. But operational plans are made
at the middle and lower level management.

MEANING OF STRATEGIC PLANNING:
a) It is the process of determining the objectives of the firm, resources required to attain these

objectives and formulation of policies to govern the acquisition, use and disposition of resources.

b) Strategic planning involves a fact of interactive and overlapping decisions leading to the
development of an effective strategy for the firm. Strategic planning determines where an
organization is going over the next year or more and the ways for going there. The process is
organization wide, or focused on a major function such as a division or other major function.

Q.No.2. What is strategic decision making? Briefly explain the Features/ Major Dimensions of
Strategic Decision Making.   (A)

(NEW SM, OLD PM, RTP – M13, N14, M15, N15, N16 - 3M, N 11,13 – 3M, N15 - 4M)

DECISION MAKING: It is a managerial process and a function of choosing a particular course of
action out of several alternative courses for the purpose of accomplishment of the organizational
goals. Decisions may be operational, i.e., which relate to general day-to-day operations. They may
also be strategic in nature.

THE FEATURES / MAJOR DIMENSIONS OF STRATEGIC DECISIONS ARE:
1. Strategic issues require top-management involvement: Strategic decisions involve thinking in

totality of the organization. Hence Problems calling for strategic decisions should be considered
by top management

SM Process

Vision

Mission

Business Model

Strategic decision making

Business definition

Goals and
Objectives

Strategic Intent

Strategic Management Model

Detailed discussion of Vision,
Mission and Objectives
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2. Strategic decisions involve commitment of organizational resources: For example, Strategic
decisions to launch a new project by a firm requires allocation of huge funds and assignment of a
large number of employees.

3. Strategic decisions necessitate consideration of factors in the firm’s external environment:
Strategic focus in organization involves orienting its internal environment to the changes of
external environment.

4. Strategic decisions are likely to have a significant impact on the long-term prosperity of
the firm: Generally, the results of strategic implementation are seen on a long-term basis and not
immediately.

5. Strategic decisions are future oriented: Strategic thinking involves predicting the future
environmental conditions and how to orient for the changed conditions.

6. Strategic decisions usually have major multifunctional or multi-business consequences:
As they involve organization in totality they affect different sections of the organization with
varying degree.

SIMILAR QUESTIONS:

1. How strategic decisions differ in nature from other decisions taken in the day-to-day
working of an organisation? Explain. (OLD PM, N14 - 3M)

A. Write Meaning and side headings of the above answer.

2. Decision making is an important managerial function in strategic management. Discuss.
What are the major dimensions of strategic decisions? (RTP - M16)

A. Same as above.

Q.No.3. Explain the Strategic Management Model. (A) (N17 - 3M) (For student self study)

1. The Strategic Management Model consists of 3 broad phases: Strategy Formulation, Strategy
Implementation and Strategy Control.

2. The process of formulating, implementing and controlling a strategy or strategies is a continuous
and an ongoing process. A change in any one of the major components in the model can
necessitate a change in any or all of the other components.

For e.g., a shift in the economy could represent a major opportunity and require a change in long-
term objectives and strategies; a failure to accomplish annual objectives could require a change in
policy; or a major competitor's change in strategy could require a change in the firm's mission.

3. THE MAJOR STAGES IN THE STRATEGIC MANAGEMENT PROCESS ARE:

a) Develop vision and mission statements

b) Perform internal and external audit (environmental scanning)

c) Establish long-term objectives

d) Generate, evaluate, and select strategies

e) Implement strategies considering management issues

f) Implement strategies marketing, finance, accounting, R&D, MIS issues

g) Measure and evaluate performance.

STRATEGIC MANAGEMENT PROCESS
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CONCLUSION: The Strategic Management process is dynamic and continuous. Strategy
Formulation, Implementation and Evaluation activities should be performed on a continuous basis,
not just at the end of the year or semi-annually.

SIMILAR QUESTIONS:
1. What are the major stages in the strategic management process? (OLD PM, M14 - 3M)
A. Refer 3rd point in the above answer.

2. The first step in strategic management model is developing a strategic vision and mission.
Explain.

A. Identifying an organisation's existing vision, mission, objectives are the starting point for any
strategic management process. Determining vision and mission provides long-term direction,
delineate what kind of enterprise the company is trying to become and infuse the organisation
with a sense of purposeful action.

3. The strategic Management Process encompasses three phases. Explain.  (N17 - 3M)
A. Same as above.

Q.No.4. Explain the stages in Strategic Management. (A)

Crafting and executing strategy are the heart and soul of managing a business enterprise. Strategic
management involves the following stages:

1. Developing a strategic vision and formulation of statement of mission, goals and objectives.

2. Environmental and organizational analysis.

3. Formulation of strategy.

4. Implementation of strategy.

5. Strategic Evaluation and Control

Stage 1: Strategic Vision, Mission and Objectives:
Vision: First a company must determine its vision. A strategic vision describes management’s
aspirations for the organisation and highlights a particular direction, or strategic path for it to follow in
preparing for the future, and moulds its identity.

Mission: Managers need to be clear about what they see as the role of their organization, and this is
often expressed in terms of a statement of mission.

Objectives: The managerial purpose of setting objectives is to convert the strategic vision into
specific performance targets – results and outcomes the management wants to achieve - and then
use these objectives as yardsticks for tracking the company’s progress and performance.

Stage 2: Environmental and Organizational Analysis: This stage is the diagnostic phase of
strategic analysis. It entails two types of analysis:
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 Environmental scanning: It involves the analysis of of economic, social, technological, market
and other forces which affect its functioning.

 Organisational analysis: It involves a review of financial resources, technological resources,
productive capacity, marketing and distribution effectiveness, R&D, human resource skills etc. This
would reveal organisational strengths and weaknesses which could be matched with the threats
and opportunities in the external environment.

Stage 3: Formulating Strategy: The first step in strategy formulation is developing strategic
alternatives in the light of the organization’s SWOT factors. The second step is the deep analysis of
various strategic alternatives for the purpose of choosing the most appropriate alternative which will
serve as strategy of the firm.

Stage 4: Implementation of Strategy: Implementation and execution is an operations-oriented,
activity aimed at shaping the performance of core business activities in a strategy-supportive manner.
To convert strategic plans into actions and results, a manager must be able to direct organizational
change, motivate people, build and strengthen company competencies and competitive capabilities,
create a strategy-supportive work climate, and meet or beat performance targets.

Stage 5: Strategic Evaluation and Control: The final stage of strategic management process –
evaluating the company’s progress, assessing the impact of new external developments, and making
corrective adjustments – is the trigger point for deciding whether to continue or change the
company’s vision, objectives, strategy, and/or strategy-execution methods.

Q.No.5. What is Strategic Intent and what are its elements? (A) (NEW SM)

1. Meaning:
a) Strategic intent refers to purposes of what the organization strives for.

b) Strategic intent gives an idea of what the organization desires to attain in future. It indicates
the long-term market position, which the organization desires to create or occupy and the
opportunity for exploring new possibilities.

c) Strategic intent provides the framework within which the firm would adopt a predetermined
direction and would operate to achieve strategic objectives.

2. Elements of Strategic Intent: The following ones are the elements of strategic intent.

a) Vision: Vision implies the blueprint of the company’s future position. It describes where the
organisation wants to land. It depicts the organisation’s aspirations and provides a glimps of
what the organization would like to become in future.

b) Mission: Mission describes the firm’s business, its
goals and ways to reach the goals. It explains the
reason for the existence of the firm in the society.
It is designed to help potential shareholders and
investors understand the purpose of the company.
A mission statement helps to identify, ‘what
business the company undertakes.’ It defines the
present capabilities, activities, customer focus and
role in society.

c) Business Definition: It seeks to explain the
business undertaken by the firm, with respect to
the customer needs, target markets, and
alternative technologies. With the help of business
definition, one can determine the strategic business choices.

d) Business Model: It is a strategy for the effective operation of the business, determining
sources of income, desired customer base, and financial details.
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e) Goals and Objectives: These are the base of measurement. Goals are the end results, that
the organization attempts to achieve. On the other hand, objectives are time-based
measurable targets, which help in the accomplishment of goals. These are the end results
which are to be attained with the help of an overall plan, over the particular period.

Q.No.6. What do you mean by Strategic Vision? What are its Elements?  (A)
(NEW SM, OLD PM, RTP - M12, N11 - 3M, N12 - 3M, N14, N15, M17 – 4M, N17- 3M)

Vision is what a firm or a person would ultimately like to become. Therefore, a vision, expresses the
position that a firm would like to attain or achieve in the distant future.

MEANING:

a) A Strategic Vision is:

i) a Road Map of a Company's Future,

ii) providing specifics about Technology and Customer Focus, the Geographic and Product-
Markets to be pursued, and

iii) the Capabilities it plans to develop and the kind of company that the management is trying to
create.

b) A strategic vision describes management’s aspirations for the business, providing a view of the
“where we are going” and a convincing rationale for why this makes good business sense for the
company.

c) A clearly stated strategic vision communicates management’s aspirations to stakeholders and
helps steer the energies of company personnel in a common direction.

ELEMENTS OF STRATEGIC VISION:
a) Through vision statement, a firm defines ‘what business the company is presently in and conveys

“Who we are and where we are now?”.
b) The organisation’s Vision statement should provide long - term direction to employees about

“Where we are going?”
c) The organisation’s vision must be clear, inspiring and stated in exciting terms to obtain

commitment of all employees.

EXAMPLES:

1. The vision of ICAI – To be the World’s leading accounting body, a regulator and
developer of trusted and independent professionals with world class competencies
in accounting, assurance, taxation, finance and business advisory services.

2. Reliance Industries: Through sustainable measures, create value for the nation,
enhance quality of life across the entire socio-economic spectrum and help
spearhead India as a global leader in the domains where we operate.

3. TATA Power: To be the most admired and responsible Integrated Power Company
with international footprint, delivering sustainable value to all stakeholder.

4. For instance, Henry Ford’s vision of a ‘car in every garage’ had power because it
captured the imagination of others, aided internal efforts to mobilize the Ford Motor
Company’s resources, and served as a reference point for gauging the merits of the company’s
strategic actions.

SIMILAR QUESTIONS:

1. What do you mean by Strategic Vision?

A. Refer ‘Meaning’ in the above answer.
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2. State the elements of a Strategic Vision? (OLD PM, N 12 - 3M, M 13 - 3M, N17- 3M)

A. Refer the points under the sub – heading ‘Elements of Strategic Vision’ above.

3. “A strategic vision is a roadmap of a company’s future”. Comment. Draft a strategic vision
statement of any well- known national level educational institution you are familiar with?

A. Refer point ‘a’ under meaning and write example of ICAI. (OLD PM, N14 - 3M)

Q.No.7. How to develop a Strategic Vision? (C)

Visionary Leaders: Can you identify them?

a) The Entrepreneurial Challenge in developing strategic vision is to think creatively about how to
prepare a company for the future.

b) Forming a Strategic Vision is an exercise in Intelligent Entrepreneurship.
c) A well articulated strategic vision creates enthusiasm for the course management has chartered

and engages members of the organisation.
d) The best worded vision statement clearly and crisply illuminate the direction in which organisation

is headed.
e) Many successful organizations need to change their direction in order to maintain their success.

Q.No.8. What do you mean by Mission?    (A) (NEW SM, OLD PM, RTP - N11, N14)

MEANING OF MISSION STATEMENT:
a) Mission statement of a company is focused on its present business

scope- “Who we are and what we do” and it broadly describes an
organisation’s present capabilities, customers focus, present
activities and business makeup.

b) An organisation’s mission states what customers it serves, what
need it satisfies, and what type of product it offers.

c) Mission is the Purpose or reason for an organisation’s existence.

d) Mission is defined as “an Enduring Statement of Purpose that
distinguishes one organisation from other similar organisations”.

e) It is an expression of the growth ambition of the organisation.

SOME MORE POINTS TO PROVIDE CLARITY ABOUT MISSION:
a) Mission clarifies why the firm is there, what existence it seeks and what purpose it seeks to achieve as

a business firm.

b) Mission serves as a justification for the firm's presence and existence;

c) Mission is also an expression of the vision of the corporation, its founder/ leader.  It is through the
mission that the firm spells out its vision.

d) It represents the common purpose, which the entire firm shares and pursues.

e) Mission is not a confidential affair and confined at the top. It has to be open to the entire
company.

The mission is a firm’s
guiding principle, common

purpose which the entire firm
shares and pursues.
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f) Mission is the foundation from which the networks of corporate aims are built.
g) The mission serves as a proclamation to insiders and outsiders on what the corporation stands

for.
h) It tries to establish a link between its internal and external environment. It creates closer linkages

and better communication with consumers, suppliers & alliance partners.
EXAMPLES:
1. “To refresh the world…. To inspire the moments of optimism and happiness…. and to create

value and make a difference.” – Coca Cola
2.  “To deliver superior value to our customers, shareholders, employees and society at large. Our

core values are integrity, commitment, passion, seamlessness, and speed.”- Aditya Birla Group
3. ICAI will leverage technology and infrastructure and partner with its stakeholders to:

a) Impart world class education, training and professional development opportunities to create
global professionals

b) Develop an independent and transparent regulatory mechanism that keeps pace with the
changing times

c) Ensure adherence to highest ethical standards.
d) Conduct cutting edge research and development in the areas of accounting, assurance,

taxation, finance and business advisory services
e) Establish ICAI members and firms as Indian multi-national service providers.

SIMILAR QUESTIONS:
1. What is a Mission Statement? (M 07 - 2M)
A. Refer meaning of mission statement in above answer

2. Mission statement of a company focuses on the question: ‘who we are’ and ‘what we do’.
Explain briefly. (OLD PM, M14 - 3M)

A. Refer meaning of mission statement in above answer

Q.No.9. State the points that may be considered while writing a mission statement of a
company. (A) (NEW SM, OLD PM, RTP- N11, M17, N 09 - 2M, M10 - 4M, N17- 3M)

Mission statement broadly describes an organization’s present capabilities, customer focus, activities,
and business makeup. The following points must be considered while writing a mission statement of
a company.

1. To establish special identity of the business - one that differentiates it from other similarly
positioned companies.

2. Needs which business tries to satisfy, customer groups it wishes to target and the technologies
and competencies it uses and the activities it performs.

3. Good mission statements should be personalised and unique to the organisation for which they
are developed.

4. The mission of a company should not be to make profit. Surpluses may be required for survival
and growth, but cannot be the mission of a company.

5. Mission statements should be precise, clear, feasible, distinctive and motivating.

6. Mission statements should serve as justification for the presence and existence of the firm.
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SIMILAR QUESTIONS:
1. State the points that may be considered while writing a mission statement of a Company.
A. Same as above. (N 09 - 2M)
2. You are asked to draft a mission statement of a company. What is a mission statement?

Give any two characteristics of a good mission statement. (N 16 - 3M)
A. Refer previous question for mission statement and write any two points in the above answer.

3. What tips can you offer to write a ‘right’ Mission Statement? (M10 - 4M)
A. Same as above

4. Explain ‘Mission’ briefly. Discuss major elements of an effective corporate mission
statement. (N17- 3M)

A. Refer Meaning in Q.no. 8 + write the above answer.

Q.No.10. According to Peter F. Drucker every organisation must ask an important question
"What Business are We in?” – Elucidate. (C) (NEW SM)

To ensure continued evolution of growth, an organization must define their business in a broader
sense to take advantage of the growth opportunities that emerge over time. They must continuously
understand and act on their customers’ needs and desires. A company should define the purpose of
its business in 3 dimensions.

E.g.1: A company like Intel, the makers of microprocessors, may define their business like this: “We
are in the business of computing technology and to consistently develop the building blocks of
computing technology for the entire computer industry of the world is our business.”

E.g.2: Ford motor company would say: “We are in the business of automotive and auto-related
products and services.”

E.g.3:

Organisation Production - Oriented Answer
(Internal Perspective)

Marketing - Oriented Perspective
(External Perspective)

We run a railroad system
.

We offer a public transportation and
material-handling system.

We produce oil and gasoline
products.

We provide various types of safe and
cost-effective energy.

We make cameras and film. We help people to preserve beautiful
memories.

Pitfalls of narrowly defining a business: Traditionally,
firms viewed their businesses as one of producing some
goods. They used to set their future plans around the
production of more of those goods. Organisations that
define their businesses too narrowly dig their own graves.
They develop short sightedness over a period of time and
get unrecognised in the market in the long run. “In the factory we make cosmetics. In the

drug store we sell hope.” – Charles Revson.
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Q.No.11. Define the term Objectives   (A) (NEW SM, RTP - N16, M16 - 3M)

OBJECTIVES:
a) Objectives are organisation’s performance targets i.e. the results and outcomes it wants to

achieve. They function as yardstick for tracking an organizations performance and progress.

b) They provide meaning and sense of direction to organizational endeavour.

c) Organizational structure and activities are designed and resources are allocated around the
objectives to facilitate their achievement.

d) They also act as benchmarks for guiding organizational activity and for evaluating how the
organization is performing.

e) All organizations have objectives and the pursuit of objectives is an unending process.

f) Today, organizations are capable of achieving multiple objectives. In general, we may identify a
set of business objectives being pursued by the business. For example, profitability, productive
efficiency, growth, technological dynamism, stability, self-reliance, survival, competitive strength,
customer service, financial solvency, product quality, diversification, employee satisfaction and
welfare, and so on.

g) Organizations need to balance these objectives in an appropriate manner.

Q.No.12. State the Characteristics of Objectives?  (A) (NEW SM, RTP - N16)

Objectives should define the organization’s relationship with its environment.
a) They should be facilitative towards achievement of mission and purpose.
b) They should provide the basis for strategic decision-making.
c) They should provide standards for performance appraisal.
d) Objectives should be understandable.
e) Objectives should be concrete and specific
f) Objectives should be related to a time frame
g) Objectives should be measurable and controllable
h) Objectives should be challenging
i) Different objectives should correlate with each other
j) Objectives should be set within constraints
An objective should satisfy the SMART principle.
S - Specific
M - Measurable
A - Achievable or Attainable
R - Realistic
T - Time bound
SIMILAR QUESTIONS:
1. What is meant by organizational objectives? Explain the six characteristics of

organizational objectives. (RTP - N16)
A. Write ‘a’ & ’ b’ points of Q. No. 11 + write the answer of Q. No. 12.

Copyrights Reserved
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Q.No.13. What do you understand by ‘shared vision’ and ‘vision shared’? (A)
(NEW SM, OLD PM, RTP - M16, M10 – 2M)

1. Individuals in organisations relate themselves with the vision of their organisations in different
manner.

2. SHARED VISION: When the individuals are able to bring organisational vision close to their
hearts and minds they have "shared vision". Shared vision is a force that creates a sense of
commonality that spreads throughout the organization and gives coherence to diverse activities.

3. VISION SHARED: 'Vision shared' shows imposition of vision from the top management. It may
demand compliance rather than commitment.

4. For success of organisations having shared vision is better than vision shared.

Q.No.14. “A company should focus on external perspective to define its mission”. Support
this statement with reasons.   (B) (OLD PM, RTP – M17)

1. A business organization is a part of overall structure of society and functions within wide external
environmental factors. It draws its resources from its external environment, processes them and
provides output in the form of goods and services. Therefore, it is correct to say that a business
enterprise should focus on external perspective to define its mission.

2. Bringing an external perspective justifies the purpose/ existence of the company.

3. The mission statement is a message designed to be inclusive of the expectations of all
stakeholders for the performance of an enterprise / company over the long run.

4. Some of the questions addressed by mission statement are:

a) Why is the firm in business?

b) What are the its economic goals?

c) What is the operating philosophy in terms of quality, firm’s image and self- concept?

d) What are its core competencies and competitive advantages?

e) What customers it serves/ wants to serve?

f) How does the company view its responsibilities to stockholders, employees, communities,
environment and social issues?

1. List out the various strategic decisions that a CA educational institution should take in the present
cut-throat competitive market.

2. List out the various operational and strategic decisions to be taken from the point of view of an
educational institution.

3. What are the steps you follow as an entrepreneur to implement strategic management in your
company?

4.  ‘Strategic Management’ is a one-time activity and is not a continuous process. Comment.

5.  Will a company’s mission statement be changed frequently? Under what situations a company’s
mission statement may change?

TEST YOUR KNOWLEDGE

APPLICATION ORIENTED QUESTIONS
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6. Motorola was the first company to introduce mobile handsets worldwide. But, Motorola today is far
behind its competitors like Nokia, Samsung etc. in mobile handsets market. What are the various
reasons for Motorola’s reduced hold on the market?

7. As a CA student, write down your short term, midterm and long term objectives, keeping in mind
the ‘SMART’ principle.

8. A CA student says “I want to be a successful Chartered Accountant.” Is this an objective or a goal
and give proper reasons for your answer.

9.  “If you do not know where you want to go, any path will take you there.” In which context, can we
discuss this statement and what is the meaning of this statement?

10. Imagine you are presently manufacturing and marketing a fairness cream brand. How do you
define your business in a broader sense?

THE END

Copyrights Reserved
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4. CORPORATE LEVEL STRATEGIES

Q.No.1. Explain the concept of topologies of strategies? (B)                                      (NEW SM)

INTRODUCTION:

a) Businesses follow different types of strategies to enter the market and to stay and grow in the
market.

b) A large number of strategies have been employed by different businesses as suggested by
different authors.

c) William. F. Glueck and Lawrence. R. Jauch discussed four generic strategies including stability,
growth, retrenchment and combination. These strategies have also been called Grand Strategies
Directional Strategies.

d) Michael E. Porter suggested competitive strategies including Cost Leadership, Differentiation,
Focus Cost Leadership and Focus Differentiation which could be used by the corporates for their
different business units.

e) We can classify the different types of strategies on the basis of levels of organisation, stages of
business life cycle and competition as given in the table given below:

Basis of Classification Types
Level Corporate Level, Business Level, Functional Level

Stages of Business
Life Cycle

Entry / Introduction Stage - Market Penetration Strategy
Growth Stage - Growth/Expansion Strategy
Maturity Stage - Stability Strategy
Decline Stage - Retrenchment/ Turnaround Strategy

Competition
Competitive Strategies - Cost Leadership, Differentiation, Focus
Collaboration Strategies - Joint Venture, Merger & Acquisition,
Strategic Alliance

Corporate Level Strategies

Stability Expansion Retrenchment Combination

Intensification Diversification

Market
Penetration

Market
Development

Product
Development

Related Unrelated
(Conglomerate)

Vertically
Integrated

Horizontally
Integrated

Concentric
Diversification

Turnaround

Divestment

Liquidation
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For e.g. Patanjali Ayurved adopted market penetration strategy to be successful. It concentrates on
product development and high quality at low cost. It is now at the growth stage and is following
competitive strategies. It is competing with both domestic and multinational companies.

Q.No.2. What are Grand / Directional / Master Strategies? Explain four generic strategies as
discussed by Glueck & Jauch?              (A) (NEW SM, OLD PM, RTP - M14, M07 - 10M)

According to Glueck and Jauch, the corporate strategies a firm can adopt have been classified into
four broad categories: stability, expansion, retrenchment and combination known as grand strategies.
Grand strategies, which are often called master or business strategies, are intended to provide basic
direction for strategic actions. They are seen as the basic of coordinated and sustained efforts
directed towards achieving long-term business objectives.

a) Stability Strategy:Through Stability strategy a business enterprise attempts

i) to safeguard its existing interests and strengths,

ii) to pursue well established and tested objectives,

iii) to continue in the chosen business path,

iv) to maintain operational efficiency on a sustained basis,

v) to consolidate the commanding position already reached, and

vi) to optimise returns on the resources committed in the business.

b) Expansion Strategy:

i) It is implemented by redefining the business by increasing the scope of business and
substantially increasing the efforts of the current business.

ii) It is often characterized by significant reformulation of goals and directions, major initiatives
and moves involving investments, entry into new products, new technology and new markets,
innovative decisions and action programmes and so on.

iii) It includes diversifying, acquiring and merging businesses.

c) Retrenchment Strategy:

i) A business organisation can redefine its business by divesting a major product line or market.

ii) Retrenchment or retreat strategy becomes necessary to cope up with some hostile and
adverse situations in the environment and when any other strategy is going to be suicidal.

iii) This strategy is intended to save the enterprise's vital interests, to minimise the adverse
environmental effects, or even to regroup the existing resources before a fresh assault and
ascent on the growth ladder is launched.

d) Combination Strategy:

i) Stability, expansion or retrenchment strategies are not mutually exclusive. It is possible to
adopt a mix to suit particular situations.

ii) An enterprise may seek stability in some areas of activity, expansion in some and
retrenchment in the others.

iii) For some organisations, a strategy by diversification and/or acquisition may call for a
retrenchment in some obsolete product lines, production facilities and plant locations.
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GRAND STRATEGIES / MASTER STRATEGIES / CORPORATE STRATEGIES / DIRECTIONAL

STRATEGIES

Strategy Basic Feature

Stability The firm stays with its current businesses and product markets; maintains the
existing level of effort; and is satisfied within incremental growth.

Expansion Here, the firm seeks significant growth – may be within the current
businesses; may be by entering  new business that are related to existing
businesses; or by entering  new businesses that are unrelated to existing
businesses.

Retrenchment The firm retrenches some of the activities in some business(s), or drops the
business as such through sell-out or liquidation.

Combination The firm combines the   above strategic alternatives in some
permutation/combination so as to suit the specific requirements of the firm.

SIMILAR QUESTIONS:
1. What do you understand by „Strategy‟? Explain the four generic strategies as discussed by

Glueck and Jauch. (M07 - 10M)
A. Refer the meaning of strategy as given in 1st chapter + write the above answer.

2. Explain the meaning of directional strategies?

A. Refer introduction in above answer.

Q.No.3. Write short notes on Stability Strategy (B)    (NEW SM)

1. MEANING: Through Stability strategy a business enterprise attempts

a) To safeguard its existing interests and strengths,

b) To pursue well established and tested objectives,

c) To continue in the chosen business path,

d) To maintain operational efficiency on a sustained basis,

e) To consolidate the commanding position already reached, and

f) To optimise returns on the resources committed in the business.

Strategy Alternatives

Market
Penetrati

on

Stability Expansion Retrenchment Combination

Intensification Diversification

Market
Developm

ent

Product
Developm

ent

Vertically
Integrat

ed

Conglomerate
Diversificat

ion

Concentric
Diversific

ation

Forward Backward
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2. WHEN IT IS PURSUED BY A FIRM?
a) When a firm prefers to continue to serve in the same or

similar markets and deals in same products and services.

b) The strategic decisions focus on incremental improvement of
functional performance.

3. NATURE OF STABILITY STRATEGY:
a) Few functional changes are made in the products or
markets.

b) It is not a ‘do- nothing’ strategy.

c) It involves keeping track of new developments to ensure that the strategy continues to make
sense.

Q.No.4. What are the Characteristics of Stability Strategy?(NEW SM)                                 (B)

Characteristics of Stability Strategy
a) A firm opting for stability strategy stays with the same

business, same product-market posture and functions,
maintaining same level of effort as at present.

b) The endeavour is to enhance functional efficiencies in an
incremental way, through better deployment and utilization of
resources.

c) Stability strategy does not involve a redefinition of the business
of the corporation.

d) It is basically a safety-oriented, status quo oriented strategy.

e) It does not warrant much of fresh investments.

f) It involves minor improvements in the product and its packaging.

g) The risk is also less.

h) With the stability strategy, the firm has the benefit of concentrating its resources and attention on
the existing businesses/products and markets.

i) The growth objective of firms employing this strategy is quite modest. Conversely, only firms with
modest growth objective choose for this strategy.

Q.No.5. What are the reasons for adopting the stability strategy?   (B)                          (NEW SM)

a) The company’s product has reached the maturity stage of the product life cycle.

b) It is less risky as it involves less changes and the staff feels comfortable with things as they are.

c) The environment faced is relatively stable.

d) Expansion may be perceived as being threatening.

e) Consolidation is sought through stabilizing after a period of rapid expansion.

SIMILAR QUESTIONS:

1. Why Stability strategy has to be adopted?

A. Same as above

Stability means growing at a
constant rate in business.
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Q.No.6. What is Growth/Expansion strategy? (B) (NEW SM)

a) Growth/Expansion strategy is implemented by redefining the business by enlarging the scope of
business and substantially increasing investment in the business.

b) It is a popular strategy that tends to be equated with dynamism, vigour,
promise and success.

c) It is often characterized by significant reformulation of goals and
directions,  major initiatives and moves involving investments, exploration
and entry into new products, new technology and new markets,
innovative decisions and action programmes and so on.

d) Expansion also includes diversifying, acquiring and merging businesses.

e) This strategy may take the enterprise along relatively unknown and risky
paths, full of promises and pitfalls.

Q.No.7. Characteristics of Growth/Expansion Strategy (B) (NEW SM)

a) Expansion strategy involves a redefinition of the business of the corporation.

b) Expansion strategy is the opposite of stability strategy. While in stability strategy, rewards are
limited, in expansion strategy they are very high. In the matter of risks, too, the two are the
opposites of each other.

c) Expansion strategy leads to business growth. A firm with high growth ambition can meet its
objective only through the expansion strategy.

d) The process of renewal of the firm through fresh investments and new businesses/ products/markets
is facilitated only by expansion strategy.

e) Expansion strategy is a highly versatile strategy; it offers several permutations and
combinations for growth. A firm opting for the expansion strategy can generate many alternatives
within the strategy by altering its propositions regarding products, markets and functions and pick
the one that suits it most.

f) Expansion strategy holds within its fold two major strategy routes: Intensification Diversification.
Both of them are growth strategies; the difference lies in the way in which the firm actually pursues
the growth.

Q.No.8. Reasons for adopting Expansion Strategy? (C)    (NEW SM)

1. It may become imperative when environment demands increase in pace of activity.

Expansion

Intensification
i.e. pursuing growth by working in the

current lines of business

Diversification
i.e. expansion into new businesses that are

outside the current businesses &
markets

 Market Penetration Strategy
 Market Development Strategy.
 Product Development Strategy.

 Vertically Integrated Diversification- (a)
Forward Integration, and (b) Backward
Diversification

 Horizontally Integrated Diversification.
 Concentric Diversification.
 Conglomerate Diversification.

Expansion strategy leads
to high growth rate.
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2. Strategists may feel more satisfied with the prospects of growth from expansion since
organisations are perceived to be growth-oriented.

3. Increasing size may lead to more control over the market vis-à-vis competitors.

4. May gain advantages from experience curve and scale of operations.

SIMILAR QUESTIONS:

1. Why an organisation has to adopt Expansion Strategy?

A. Same as above.

Q.No.9. Explain the concept of expansion through intensification? (B) (NEW SM)

1. Market Penetration: Highly common expansion strategy is market penetration/ concentration on
the current business. The firm directs its resources to the profitable growth of its existing product
in the existing market.

2. Market Development: It consists of marketing present products, to customers in related market
areas by adding different channels of distribution or by changing the content of advertising or the
promotional media.

3. Product Development: Product development involves substantial modification of existing
products or creation of new but related items that can be marketed to current customers through
establish channels.

Q.No.10. Explain the concept of Expansion through Diversification?  (A)

1. DIVERSIFICATION:

a) Diversification refers to the entry into new products or product lines, new services or new
markets, involving substantially different skills, technology and knowledge.

b) Technology of the product and the market are different from the firm's present experience.

2. WHY IS IT ADOPTED?

a) Right strategy for innovative firms: Innovative and creative firms look for opportunities and
challenges to grow, to venture into new areas of activity and to break new frontiers with the
zeal of entrepreneurship. Diversification offers greater prospects of growth and profitability, for
such “active” firms.

b) To ensure excess capacity utilization: Firms which have excess capacity or capability in
manufacturing facilities, investible funds, marketing channels, competitive standing, market
prestige, etc. can utilise them in a more effective and efficient manner.

c) To Achieve Synergy Benefit: Sales and profits of existing products can be improved by
adding suitably related or new products, because of linkages in technology and/or in markets.

Reliance is an innovative & creative firm which is always on look out for opportunities
& challenges to grow & ventures into new businesses on a regular basis.
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Q.No.11. Write about Vertical and Horizontal Integration Diversification Strategies (A)
(NEW SM, N 12 - 3M, RTP - N14)

VERTICALLY INTEGRATED DIVERSIFICATION STRATEGY:
1. Comes under Related Diversification: In Vertically Integrated Diversification, the firm engages

in businesses that are related to its existing business. The firm remains vertically within the same
product-process chain.

2. Types: The firm moves forward or backward in the chain, and enters specific product / process
steps with the intention of making them into new business for the Firm. The intermediaries in the
chain become new businesses.

a) Backward integration involves entering into business of input providers. It is employed to
expand profits and gain greater control over production of a product by starting/ acquiring a
business that will increase its own supply capability or lessen its cost of production.

b) Forward integration is moving forward in the value chain and entering business lines that
use existing products. Forward integration will also take place where organizations enter into
businesses of distribution channels.

HORIZONTALLY INTEGRATED DIVERSIFICATION STRATEGY:
1. This involves adding/acquisition of one or more similar businesses at the same stage of the

production – marketing chain.

2. This can be achieved by:
a) Taking over Competitor’s Products,

b) Production of Complementary Products,

c) Sale of By-Products,

d) Entering into Repairs and Servicing of products.

SIMILAR QUESTIONS:

1. What is diversification? Distinguish between vertically integrated diversification and horizontally
integrated diversification. (RTP N14)

A. Refer meaning in the previous question + refer the above answer.

2. Differentiate clearly between forward and backward integration.

A. Refer Fast Track Material. (J 09 - 2M)
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3. What are forward and backward integration? (M07 - 2M)

A. Refer the above answer

4. What is backward integration? (N14 - 1M)

A. Refer the above answer.

Q.No.12. What are the Reasons for Adopting Related and Unrelated Diversification Strategies?
(B) (NEW SM)

PURPOSES / REASONS FOR

1. Related Diversification 2. Unrelated Diversification
a. To exchange or share assets or

competencies, by exploiting-
 Brand Name,
 Marketing Skills,
 Sales and Distribution Capacity,
 Manufacturing Skills,
 R&D, and
 New Product Capacity,

b. To achieve economies of scale.

a. To manage and allocate cash flows.
b. To obtain high ROI.
c. To enhance market power.
d. To re-focus a firm’s, objectives and operations.
e. To reduce risk by operating in multiple product

markets.
f. To obtain tax benefits.
g. To ensure better utilization of the liquid assets.

Q.No.13. Write short notes on “Concentric Diversification” and “Conglomerate Diversification
Strategies”.  (A) (NEW SM, OLD PM, RTP - N11, M07 - 2M, N 11 – 3M)

CONCENTRIC DIVERSIFICATION:
a) Concentric diversification also comes under related diversification.
b) In concentric diversification, the new business is linked to the existing businesses through

process, technology or marketing. The new product is a spin-off from the existing facilities and
products/processes.

c) Even in concentric diversification, there are will be synergy benefits with the current operations.
d) Concentric diversification differs from vertically integrated diversification in the nature of the

linkage the new product has with the existing ones. In vertically integrated diversification, the new
product falls within the firm's current process-product chain. But in concentric diversification, the
new product is connected in a loop-like manner at one or more points in the firm's existing
process/technology/product chain.

CONGLOMERATE DIVERSIFICATION:
a) When an organization adopts a strategy which requires taking up activities which are unrelated to

the existing businesses, either in terms of their respective customer groups, customer functions or
alternative technologies, it is called conglomerate diversification.

b) Conglomerate diversification has no common thread at all with the firm’s present position. In
process/technology/function, there is no connection between the new products and the existing
ones. It is a totally unrelated diversification.

c) For example, the businesses of Godrej are diversified into furniture, soaps, oils, insecticides and
so on.

SIMILAR QUESTIONS:
1. What is meant by concentric diversification? (OLD PM)
A. Refer above concentric diversification point
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2. Explain conglomerate diversification. (OLD PM)
A. Refer above conglomerate diversification point.

3. An established firm introduces a new product which has no affinity with its present product line and is
meant for new customers. Identify and explain the diversification followed by the firm.

A. When an established firm introduces a new product which has little or no affinity with its present
product line and which is meant for a new class of customers different from the firm's existing
customer groups, the process is known as conglomerate diversification. + write about
conglomerate diversification as given above.

4. Distinguish between concentric diversification and conglomerate diversification.

A. Refer Fast Track Material. (N11 – 3M, N13 – 4M)

Q.No.14. Explain the concept of Expansion through Mergers and Acquisitions? (A)
(NEW SM, OLD PM, RTP- M12, M17, N14 - 3M)

1. Introduction:
a) In order to achieve quick growth, many organizations use strategies such as mergers and

acquisitions.

b) It is an instant means of achieving the expansion. It is an attractive method, as it saves the
time, risks and skills involved in analysing internal growth opportunities, seizing them and
building up the necessary resource base required to
achieve growth.

c) This also helps in deploying surplus funds.
2. Meaning: In simple words, Mergers and acquisitions are

defined as a process of combining two or more organizations
together. There is a thin line of difference between the two
terms but the impact is completely different in both the cases.
a) MERGER:

i) It is considered to be a process when two or more
organizations join together to expand their business
operations.

ii) In a merger, two organisations combine to increase their strength and financial gains
alongwith breaking the trade barriers.

iii) In this case case the deal gets finalized on friendly terms and both the organizations share
profits in the newly created entity.

iv) Some organisations prefer to grow through mergers.
b) ACQUISITION:

i) When one organization takes over the other organization and controls all its business
operations, it is known as acquisition.

ii) In this process of acquisition, one financially strong organization takes over the weaker
one.

iii) Acquisitions often happens during recession in economy or during declining profit margins.

Wipro (started in 1945) was initially a vegetable oil manufacturing
company, producing Sunflower Vanaspati oil & Soaps. During
1970’s & 1980’s, the company shifted its focus and began to

look into business opportunities in IT and Computing Industry,
which is entirely an unrelated diversification.

Lakshmi Nivas Mittal built a big steel
empire through his acquisition /

takeover Strategy.
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iv) In this process, financially stronger and bigger organisation establishes its power. The
combined operations then run under the name of the powerful entity.

3. Purpose of adopting this strategy:

a) To meet the basic business urge to grow.

b) To achieve synergy benefit, which results from integrated physical facilities, technical and
managerial skills, distribution channels, general administration, R&D, etc.

SIMILAR QUESTIONS:
1. Write short note on expansion through acquisitions and mergers. (OLD PM)
A. Refer the above answer, no need to write 3nd point.

2. What do you understand by merger and acquisitions?

A. Refer 1st & 3rd points in the above answer.

3. Many organizations in order to achieve quick growth use strategies such as mergers and
acquisitions. Explain. Discuss various types of mergers.

A. Refer 1st & 2nd points in the above answer + write types of mergers as given in the next question.

Q.No.15. Discuss how mergers and acquisitions are used for business growth. What are the
various types of mergers? (A) (NEW SM, OLD PM, RTP N14, M17 – 3M)

Many organizations in order to achieve quick growth, use strategies such as mergers and
acquisitions. This also helps in deploying surplus funds.

TYPES OF MERGERS:
a) Horizontal Merger: Horizontal mergers are combinations of firms engaged in the same industry.

It is a merger with a direct competitor. For example, formation of Brook Bond Lipton India Ltd.
through the merger of Lipton India and Brook Bond.

b) Vertical Merger: It is a merger of two organizations that are operating in the same industry but at
different stages of production or distribution system. If an organization takes over its
supplier/producers of raw material, then it leads to backward integration. On the other hand,
forward integration happens when an organization decides to take over its buyer organizations or
distribution channels.

c) Co - generic merger: In co-generic merger two or more merging organizations are associated in
some way or the other related to the production processes, business markets, or basic required
technologies. For example, an organization manufacturing refrigerators can diversify by merging with
another organization having business in kitchen appliances.

d) Conglomerate merger: Conglomerate mergers are the combination of organizations that are
unrelated to each other. There will be no common factors between the organizations in
production, marketing, research and development and technology.

SIMILAR QUESTIONS:
1. Write short note on conglomerate merger? (M15 - 3M)
A. Refer conglomerate merger point in above question.

Q.No.16. What is expansion through Strategic Alliance? State its advantages and
disadvantages?    (A)    (NEW SM)

Meaning:
1. A Strategic alliance is a relationship between two or more businesses that enables each to

achieve certain strategic objectives which neither would be able to achieve on its own.
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2. The strategic partners maintain their status as independent and separate entities, share the
benefits and control over the partnership, and continue to make contributions to the alliance until it
is terminated.

3. Strategic alliances are often formed in the global market place between businesses that are based
in different regions of the world.

Advantages:
1. Organizational: Strategic alliance helps to learn necessary skills and obtain certain capabilities

from strategic partners.  It also help to enhance productive capacity, provide a distribution system,
or extend supply chain. Having a strategic partner who is well-known and respected also helps
add legitimacy and creditability to a new venture.

2. Economic: There can be reduction in costs and risks by distributing the macross the members of
the alliance. Greater economies of scale can be obtained in an alliance, as production volume can
increase, causing the cost per unit to decline.

3. Strategic: Rivals can join together to cooperate instead of compete. Vertical integration can be
created where partners are part of supply chain. Strategic alliances may also be useful to create a
competitive advantage by the pooling of resources and skills.

4. Political: Sometimes strategic alliances are formed with a local foreign business to gain entry into
a foreign market either because of local prejudices or legal barriers to entry. Forming strategic
alliances with politically-influential partners may also help improve your own influence and
position.

Disadvantages:
1. Sharing. Strategic alliances require sharing of resources and profits, and also sharing knowledge

and skills that otherwise organisations may not like to share. Sharing knowledge and skills can be
problematic if they involve trade secrets.

2. Strategic alliances may also create a potential competitor. An ally may become a competitor in
future when it decides to separate out.

Q.No.17. Write about Retrenchment Strategy (A)  (NEW SM, OLD PM, M08 - 2M)

MEANING:
a) Retrenchment strategy implies substantial reduction in the scope of

organization’s activity.

b) Retrenchment becomes necessary for coping with hostile and
adverse situations in the environment and when any other strategy is
likely to be suicidal or hopeless.

c) The nature, extent and timing of retrenchment are carefully decided
by the management, depending upon each situation.

d) Retrenchment grand strategy is followed when an organization wants
to substantially reduce the scope of its activity.

e) Retrenchment Strategy constitutes re-definition of the business of the
Firm.

WAYS OF RETRENCHMENT:
a) Cutting back on capital and revenue expenditure, e.g. R & D projects, advertising, executives

perks, etc.

b) Reduction in inventory levels, production volumes, manpower, dividend rates, etc.

c) Withdrawal of some products / product versions, winding up some branch offices, etc.

d) Disposal / Sale of manufacturing facilities and product divisions,

Retrenchment means a
reduction in the size /

scope of the firm’s
business.
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e) Retirement either from the production or the marketing stage.

f) Offering itself for take-over by another more viable enterprise.

g) Seeking liquidation or winding up (corporate death).

TYPES: Retrenchment may be done either – (a) Internally (i.e. Turnaround) or (b) Externally (i.e.
Divestment or Liquidation).

SIMILAR QUESTIONS:

1. What is meant by retrenchment strategy? (PM, M 08 - 2M)

A. Refer meaning in the above answer.

Q.No.18. What are the Reasons for Adopting Retrenchment Strategy? (NEW SM) (B)

RETRENCHMENT STRATEGY IS ADOPTED IN ANY OF THE FOLLOWING SITUATIONS:
1. Management no longer wishes to remain in business either partly or wholly due to continuous

losses and unviability.

2. Unmanageable threats from the environment, due to intense competition, reduced margins, etc.

3. To ensure stability by reallocation of resources from unprofitable to profitable businesses.

4. Obsolescence of product/ process.

5. Industry overcapacity.

6. Failure of strategy.

SIMILAR QUESTIONS:
1. Why Retrenchment Strategy has to be adopted?
A. Same as above.

Q.No.19. Write about Turnaround Strategy  (A)
(NEW SM, OLD PM, RTP- M14, M08 - 5M, M10 - 2M)

1. MEANING:
a) Retrenchment may be done either internally or externally. For internal retrenchment to take

place, emphasis is laid on improving internal efficiency,
known as turnaround strategy.

b) Turnaround is needed when an enterprise's performance
deteriorates so much that it needs a radical change of
direction in strategy, in structure and culture as well.

c) It is used when both threats and weaknesses adversely
affect the health of an organization so much that its basic
survival is difficult.

d) The overall goal of turnaround strategy is to return an
underperforming or distressed company to normalcy in
terms of acceptable levels of profitability, solvency,
liquidity and cash flow.

e) It is a highly targeted effort to return an organization to
profitability and increase positive cash flows to a sufficient level.

f) To achieve its objectives, turnaround strategy must reverse causes of distress, resolve the
financial crisis, achieve a rapid improvement in financial performance, regain stakeholder
support and overcome internal constraints and unfavorable industry characteristics.

Louie Gerstner, the former CEO of IBM
successfully turned around IBM from
losses to profits in the early 1990’s.
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2. INDICATORS / DANGER SIGNS: There are certain conditions or indicators which point out that a

turnaround is needed if the organization has to survive. These danger signs are:

a) Persistent Negative Cash Flows

b) Negative Profits,

c) Declining Market share value,

d) Deterioration in Physical Facilities,

e) Over manning, High Turnover of Employees & Low Morale,

f) Uncompetitive products or services, and

g) Mismanagement.

3. ELEMENTS THAT CONTRIBUTE TURNAROUND ARE / PROCEDURE:

 Changes in the Top Management,
 Initial Credibility-building actions,
 Neutralizing external pressures,
 Initial control
 Identifying Quick-payoff Activities,

 Quick Cost Reduction
 Revenue generation
 Asset Liquidation for generating cash,
 Mobilization or strengthening of the

organisation
 Better internal coordination

SIMILAR QUESTIONS:

1. Write short notes on reasons to adopt Turnaround Strategies. (N16 - 3M)

A. Refer 2nd point in above answer

2. Contraction and consolidation are basic to turnaround strategy. Discuss.

A. Refer meaning in the above answer.

3. What is the need for Turnaround Strategy? (OLD PM, M10 - 2M)

A. Refer meaning in the above answer.

4. Explain why some organizations adopt turnaround strategy?

A. Refer ‘meaning’ in the above answer.

Q.No.20. write about suitable action plan for Turnaround?   (A)    (NEW SM)

For turn around strategies to be successful, it is imperative to focus on the short and long-term
financing needs as well as on strategic issues. A workable action plan forturn around would involve
the following stages:

Stage One - Assessment of current problems: The first step is to assess the current problems and
get to the root causes and the extent of damage the problem has caused. Once the problems are
identified, the resources should be focused toward those areas essential to efficiently work on
correcting and repairing any immediate issues.

Stage Two – Analyze the situation and develop a strategic plan: Before you make any major
changes; determine the chances of the business's survival. Identify appropriate strategies and
develop a preliminary action plan.

Stage Three - Implementing an emergency action plan: If the organization is in a critical stage, an
appropriate action plan must be developed to stop the bleeding and enable the organization to
survive. The plan typically includes human resource, financial, marketing and operations actions to
restructure debts, improve working capital, reduce costs, etc.
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Stage Four - Restructuring the business: The financial state of the organization's core business is
particularly important. If the core business is irreparably damaged, then the outlook for the entire
organization may be bleak. Prepare cash forecasts, analyze assets and debts, review profits and
analyze other key financial functions to position the organization for rapid improvement.

Stage Five – Returning to normal: In the final stage of turn around strategy process, the
organization should begin to show signs of profitability, return on investments and enhancing
economic value-added.

Q.No.21. Write about divestment strategy (A) (NEW SM, OLD PM, RTP – M17, N12 - 3M)

1. Meaning:
a) Divestment strategy involves the sale or liquidation of a portion of business, or a major

division, profit centre or SBU.

b) Divestment is usually a part of rehabilitation or restructuring plan and is adopted when a
turnaround has been attempted but has proved to be unsuccessful.

c) Sometimes the option of a turnaround may even be ignored if divestment is the only answer.

2. WHY DIVESTMENT STRATEGY? Divestment Strategy may be adopted due to any of the
following reasons:

a) When a turnaround has been attempted but has proved to be unsuccessful.

b) When the acquired business proves to be a mismatch and cannot be integrated within the
company.

c) Persistent negative cash flows from a particular business create financial problems for the
whole company, creating the need for divestment of that business.

d) Severity of competition and the inability of a firm to cope with it may cause it to divest.

e) Technological up gradation is required if the business is to survive but where it is not possible
for the firm to invest in it, a preferable option would be to divest.

f) A better alternative may be available for investment.

Q.No.22. Write short notes on liquidation strategy? (A) (NEW SM, RTP - M14, M17)

MEANING:
a) Liquidation strategy involves closing down a firm and selling of all of its assets and paying of its

liabilities.

b) It is considered the most extreme and unattractive
retrenchment strategy.

c) It is considered as the last resort because it leads to
serious consequences such as loss of employment for
workers and other employees, termination of opportunities
where a firm could pursue any future activities, and the
stigma of failure.

d) Many small-scale units, proprietorship firms, and
partnership ventures liquidate frequently but medium-and large-sized companies rarely liquidate
in India.

e) The company management, government, banks and financial institutions, trade unions, suppliers
and creditors, and other agencies are extremely reluctant to take a decision, or ask for liquidation.

f) Selling assets for implementing a liquidation strategy is also difficult as it is difficult to find buyers.
Moreover, the firm cannot expect adequate compensation.
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g) Liquidation strategy may be unpleasant as a strategic alternative but when a “dead business is
worth more than alive”, then it is a good option. For instance, the real estate owned by a firm may
fetch it more money than the actual returns of doing business.

h) When liquidation is evident, an abandonment plan is desirable. Planned liquidation will reap the
maximum benefits for the firm and its shareholders.

SIMILAR QUESTIONS:
1. Liquidation is the last resort option for a business organization. Explain.  (RTP- M14)
A. Same as above.

Q.No.23. Meaning of Combination Strategy & Reasons for adopting it.  (A) (NEW SM, OLD PM)

1. MEANING:
a) Combination Strategies refer to a mix of different strategies like stability; expansion,

diversification or retrenchment to suit particular situations that an enterprise is facing.

b) Stability, Expansion and Retrenchment alternatives are not mutually exclusive. Hence, a
combination thereof can be adopted. An enterprise may seek stability in R&D area of activity,
expansion in some product lines and retrenchment in the less profitable products.
Retrenchment of ailing products followed by stability and capped by expansion in some
situations is also possible.

2. REASONS: Some reasons for adopting Combination Strategy are

a) The organisation is large and faces complex environment.

b) The organisation is composed of different businesses, each of which lies in a different industry
requiring a different response.

SIMILAR QUESTIONS:
1. Explain the meaning of Combination Strategies?
A. Refer 1st point in the above answer.

Q.No.24. What are the various bases on which an existing firm can diversify strategically? (B)
(NEW SM, OLD PM)

Diversification can be related or unrelated to existing businesses of the firm. Based on the nature and
extent of their relationship to existing businesses, diversification plans have been classified into four
broad categories as follows:

a) Vertically integrated diversification

b) Horizontally integrated diversification

c) Concentric diversification

d) Conglomerate diversification

Q.No.25. What are Acquisitions? Discuss with examples of two companies?     (B)   (OLD PM)

1. Meaning: Refer Theory questions discussed above.
2. Reasons: Refer Theory questions discussed above.

APPLICATION ORIENTED QUESTIONS

Copyrights Reserved
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3. Examples:
a) Tata’s acquisition of Anglo Dutch steelmaker Corus
b) Tata’s acquisition of British Jaguar Land Rover
c) Mittal Steel’s takeover of Arcelor
d) HPCL’s acquisition of Kenya Petroleum Refinery Ltd.
e) HINDALCO’s acquisition Canada based Novelis.

Q.No.26. Which Grand strategy alternative is followed during recession? (C)
(OLD PM, RTP - M12, M10 - 2M)

1. Stability strategy is advisable option for the organisations facing recession.

2. During recession, businesses face reduced demand for their products even at low prices. Funds
become scarce, expenditure on expansion is stopped, profits decline and businesses try to
minimise the costs. They work hard to maintain the existing market share, so that company
survives the recessionary period.

Q.No.27. Explain the meaning of the following strategies and also give suitable examples: (i)
Forward integration (ii) Backward integration (iii) Horizontal integration (iv) Conglomerate
diversification (v) Divestment (vi) Liquidation (vii) Concentric diversification.     (C)

(OLD PM, N 10 - 7M)

Strategy Meaning Example

Forward
Integration

Gaining ownership or increased control
over the next level the value chain
Manufacturing or intermediaries)

Reliance Industries (owning
refineries) diversified into petrol
pumps.

Backward
Integration

Gaining ownership or increased control
over the previous level in the value
chain (Manufacturing  or suppliers)

An automobile manufactures
diversifying into tyre production.

Horizontal
Integration

Seeking ownership or increased control
of a firm’s competitors

ICICI Bank taking over Bank of
Rajasthan

Conglomerate
Diversification

Adding new, unrelated products or
services

Yash Birla Group (auto &
engineering) decides to enter
wellness, solar power and schools.

Divestment
Divestment strategy involves the sale or
liquidation of a portion of business, or a
major division, profit centre or SBU.

Godrej Group’s withdrawal from the
JV with Sara Lee from Africa

Liquidation

Liquidation strategy is an extreme
strategy as it involves closing down a
firm and selling its assets. It is
considered as the last resort when all
other options fail.

Those companies whose products
are no more in demand sell all their
assets.

Concentric
Diversification

In concentric diversification, the new
business are added that are linked to
the existing businesses through
process, technology or marketing.

Kotak Mahindra Bank gets into
insurance and asset management
businesses.

Q.No.28. What is meant by backward integration? Name any two backward integration
strategies that hospitals may pursue. (B) (OLD PM)

1. Meaning: Refer Theory questions discussed above.
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2. In case of hospitals there can be number of businesses that can be entered. Following are

indicative list of backward integration strategies that hospitals may pursue:

a) Drugs and pharmaceuticals- specific drugs can be manufactured or traded.

b) Business of gases required in hospitals- oxygen

c) Pathology labs/ diagnostic services. This can be created in- house if not available already.
Alternatively, a chain can be started.

d) Blood banks

e) Ambulance services.

Q.No.29. A bakery starts producing pastries and other similar products. What type of
diversification strategy if being followed by it and why?      (B) (OLD PM, N 15 - 3M)

1. A bakery normally is a small organization that produces and sells flour-based food baked in an
oven. Typically, a bakery produces breads, cakes, cookies, pastries, pies, etc.

2. A bakery which is not producing pastries earlier, starts producing them and other similar products.
Is said to be following concentric diversification which is basically related diversification.

3. In this form of diversification, the new business is linked to the existing businesses through
existing systems such as processes, technology or marketing. The new product is a spin-off from
the existing facilities and products/processes. There are benefits of synergy with the current
operations. The most common reasons for pursuing a concentric diversification are that
opportunities in existing line of business are available.

Q.No.30. Identify with reasons the type of growth strategies followed in the following cases.
i) A leading producer of confectionary products advertising the new uses of its product

‘Chokoo Mix’ aggressively.
ii) A company in publishing industry deciding to revise college text books.
iii) A renowned company in textile industry starting to manufacture PFY and PSF,    critical

raw materials for textiles.
iv) A business giant in auto manufacturing enters into edible oils, hotels, financial services

and dairy businesses. (B)  (N 15 - 4M, OLD PM)

i) The organisation has adopted market penetration strategy (intensification) through advertising the
new uses of its product ‘çhokoo mix’ aggressively. Here the organisation seeks significant growth
– within the current business by selling existing products in the existing markets without changing
the product in a major way.

ii) The company has adopted product development strategy (intensification) by deciding to revise
college text books. The company is already in publishing industry and must be having appropriate
competencies in dealer network and acceptance amongst the student community. Revising the
college text books (new product) would enable it to expand in the college text books segment
(existing market).

iii) The company has adopted backward integration strategy (vertically integrated diversification) by
starting to manufacture PFY and PSF, critical raw materials for textiles. This strategy, apart from
overall growth of the organisation, ensures uninterrupted supply of critical raw materials for the
present business of the firm. It will also enable the organization to retain the margins in dealing
with the raw materials which otherwise would have gone to its suppliers.

iv) The business giant in auto manufacturing has adopted conglomerate diversification strategy by
entering into edible oils, hotels, financial services and dairy businesses. In conglomerate
diversification a business enters into new businesses that may have little or no linkages with
existing business. The organisation has mammoth growth ambition.
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Q.No.31. The management of a sick company manufacturing various electrical home
appliances seeks your advice for an appropriate retrenchment strategy. What will be your
advice and why?  (B)  (OLD PM, RTP – M17, M15 - 7M)

1. INTRODUCTION: A sick company has huge accumulated losses that have eroded its net worth.
The electric home appliance company may analyse its various products to take decisions on their
individual viability. Retrenchment becomes necessary for coping with hostile and adverse
situations in the environment and when any other strategy is likely to be suicidal. The nature,
extent and timing of retrenchment are matters carefully decided by management, depending upon
each contingency.

2. MEANING OF RETRENCHMENT: Refer Theory questions discussed above.

3. REASONS: Refer Theory questions discussed above.

4. TYPES OF RETRENCHMENT: Retrenchment strategy is of the following types:

a) Turnaround strategy: Refer Theory questions discussed above.

b) Divestment Strategy: Refer Theory questions discussed above.

c) Liquidation Strategy: Refer Theory questions discussed above.

5. SELECTION OF AN APPROPRIATE RETRENCHMENT STRATEGY: The management of a
Sick company manufacturing various electrical home appliances be explained about the each of
the above three options of retrenchment strategy with their pros and cons. But the appropriate
advice with respect to a particular option of retrenchment strategy will depend on the specific
circumstances of each electrical home appliances and management goals of the company.

1. Why did a majority of Indian firms follow stability strategy prior to liberalization?
2. Explain the backward integrated diversification strategy pursued by Reliance in its various

businesses.
3. Explain both forward and backward integrated diversification strategies from the point of view of a

CA educational Institution
4. Rama Naidu, a leading Film Producer in telugu film industry owns studios, produces, distributes

and exhibits movies. Identify the strategy being adopted by him?
5. What could be the reasons behind ITC’S diversification from its cigarettes business to many

unrelated business like hotels, paperboards, FMCGS, apparel etc.
6. A news paper company acquires a distribution truck company. What type of diversification

strategy is this?
7. A luggage firm acquires another luggage company. What type of strategy is this?
8. List out the various potential areas/fields which a CA educational institution can diversify into?
9. Had you been the Managing Director of Subhiksha Retailing, what mistakes would you have

avoided in managing the company successfully?

THE END

TEST YOUR KNOWLEDGE
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5. BUSINESS LEVEL STRATEGIES

Q.No.1. Explain Michael Porter's Five Forces Model of Competition Analysis.  (A)
   (NEW SM, OLD PM, RTP- M14, N15, N09 – 10M, N 11- 3M, N11, 12 - 3M)

MEANING: It is a powerful and widely used tool for systematically diagnosing the principal
competitive pressures in a market and assessing their strength and importance. The model states
that the state of competition in an industry is the result of competitive pressures operating in five
areas of the overall market. The five forces together determine industry attractiveness/profitability.
These five forces are:

1. THREAT OF NEW ENTRANTS: A firm's profitability will be higher when new firms are blocked
from entering the industry. New entrants can reduce an industry’s profitability because they add
new production capacity leading to increased supply of the product at a lower price and can
substantially reduce existing firm's market share position. To discourage new entrants, existing
firms can try to create entry barriers. Common entry barriers include:

a) Capital Requirements: When a large amount of capital is required to enter an industry, new firms
lacking funds can’t enter, thus enhancing the profitability of existing firms in the industry.

b) Economies of Scale: Many industries are characterized by economic activities driven by
economies of scale.  Economies of scale refer to the decline in the per-unit cost of production
(or other activity) as volume grows.

c) Product Differentiation: It refers to the physical or perceptual differences, or enhancements,
that make a product special or unique in the eyes of customers.

d) Switching Costs: To succeed in an industry, new entrant must be able to persuade existing
customers of other companies to switch to its products. Buyers often incur substantial financial
(and psychological) costs in switching between firms. When such switching costs are high,
buyers are often reluctant to change. For example, high switching costs in moving away from
Microsoft’s Windows operating systems used in PCs and corporate servers contributed to the
company’s significant growth over the past decade in the software industry.

e) Brand Identity: The brand identity of products or services offered by existing firms can serve
as another entry barrier.

f) Access to Distribution Channels: The unavailability of distribution channels for new entrants
poses another significant entry barrier.

g) Possibility of Aggressive Retaliation: Sometimes the mere threat of aggressive retaliation by
existing players can prevent entry of new firms into an industry.

2. BARGAINING POWER OF CUSTOMERS:

a) This force will become heavier depending on the possibilities of the buyers forming groups or
cartels. Mostly, this is a phenomenon seen in industrial products.

Cost Leadership Differentiation Focus

Focused Low- cost

Focused Differentiation

Business Level Strategies

Best Cost Provider Strategy
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b) Buyers of an industry’s products or services can sometimes exercise considerable pressure
on existing firms to secure lower prices or better services. This can be seen when

i) Buyers have full knowledge of the sources of products and their substitutes.

ii) They spend a lot of money on the industry’s products i.e. they are big buyers.

iii) The industry’s product is not perceived as critical to the buyer’s needs and

iv)  Buyers are more concentrated than firms supplying the product.

3. BARGAINING POWER OF SUPPLIERS: Suppliers can influence the profitability of an industry
in a number of ways. Suppliers can command bargaining
power over a firm when:

a) Suppliers’ products are crucial to the buyer and
substitutes are not available.

b) Suppliers can create high switching costs.

c) Suppliers’ market is more concentrated than their
buyers market.

4. RIVALRY AMONG EXISTING FIRMS: The intensity of
rivalry in an industry is a significant determinant of industry
attractiveness and profitability. Rivalry among competitors
tends to be cutthroat and industry profitability low when:

a) An industry has no clear leader.

b) Competitors in the industry are numerous.

c) Competitors operate with high fixed costs.

d) Competitors face high exit barriers.

e) Competitors have little opportunity to differentiate their offerings.

f) The industry faces slow or diminished growth.

5. THREAT OF SUBSTITUTES: A final force that can influence industry profitability is the availability
of substitutes for an industry's product. To predict profit
pressure from this source, firms must search for products that
perform the same, or nearly the same, function as their existing
products. For example, introduction of digital filmless cameras
virtually replace the film cameras and threatened the
existence of Eastman Kodak and Fuji Film. Further, the
introduction of smart phones has replaced cameras to a great
extent.

STEPS: The steps to determine competition in a given industry
are:
Step 1: Identify the specific competitive pressures associated with each of the five forces.
Step 2: Evaluate how strong the pressures from each of the five forces are: (a) Fierce, (b) Strong, (c)

Moderate to Normal or (d) Weak.
Step 3: Determine whether the collective strength of the five competitive forces is conducive to

earning attractive profits or not.

Intel & AMD are the two major players
in the micro processors market

globally. Though they are in the 1st &
2nd places, the gap between the two is
enormous with Intel clearly in the lead

in the global market.

Air Cooler is a better Substitute for
Air Conditioner.

Copyrights Reserved

To MASTER MINDS, Guntur



CA Inter _39e_S.M_Business Level Strategies_____________________________5.3

No.1 for CA/CWA & MEC/CEC MASTER MINDS

SIMILAR QUESTIONS:
1. Industry is a composite of competitive pressures in five areas of the overall market. Briefly

explain the competitive pressures. (N11 - 3M)
A. Same as above.

2. How the new entrant affects the competition?   (OLD PM)
A. Refer 1st point in the above answer.

3. Explain the factors that affect the strength of competitive pressures from substitute
products. (PM, N12 - 3M)

A. Refer 5th point in the above answer.

4. Discuss the Porter’s model for systematically diagnosing the significant competitive
pressures in a market. (RTP - M 14)

A. Same as above.

5. Define Five Forces Model (RTP - M12)
A. Refer meaning in the above answer

6. Porter’s five forces model considers new entrants as a significant source of competition.
A. Porter’s five forces model considers new entrants as major source of competition. + write 1st point

as given in the above answer (no need to write entry barriers). (OLD PM)

Q.No.2. Write short notes on Michael Porter’s Generic Strategies    (A)
(NEW SM, OLD PM, M 10 - 10M, RTP - M12, M15, N16)
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In 2004, Nirma’s detergent
approached 800,000 tonnes
– one of the largest volumes
sold in the world – under a

single brand ‘Nirma’.

According to Michael Porter, Generic or basic strategies allow organisations to gain competitive
advantage from 3 different bases as stated below. Porter calls these bases as generic strategies. The
basic purpose of following a generic strategy is to gain competitive advantage so as to ensure long-
time survival and growth.

COST LEADERSHIP: Emphasizes producing standardized products at a very low per-unit cost for
consumers who are price-sensitive. It results from increasing productivity and implementing cost
reduction methods in development, production, marketing, and distribution processes. It allows a firm
to earn higher profits than its competitors.

DIFFERENTIATION: It is a strategy aimed at producing unique products and services and directed at
consumers who are relatively price-insensitive. Uniqueness can be achieved through design features,
technological leadership, unique uses of products and attributes like quality, environmental impact
and customer service.

FOCUS: It means producing products and services that fulfil the needs of small groups of consumers.
It involves selecting or focussing a market or customer segment in which to operate.

FACTORS INFLUENCING A FIRM TO CHOOSE A PARTICULAR GENERIC STRATEGY:
Depending upon factors such as type of industry, size of firm and nature of competition, a company
can select an appropriate option among the above generic strategic alternatives.

Q.No.3. Write short notes on Cost Leadership Strategy? (A)                                       (NEW SM)

1. It is a low cost competitive strategy that aims at broad mass market.

2. It requires vigorous pursuit of cost reduction in the areas of
procurement, production, storage and distribution of product or
service and also economies in overhead costs.

3. Due to its lower costs, the cost leader is able to charge a lower price
for its products than its competitors and still make satisfactory profits.

4. For example, McDonald’s fast food restaurants have successfully
followed low cost leadership strategy.

5. This strategy is effective when the market is composed of many
price-sensitive buyers, when there are few ways to achieve product
differentiation, when buyers do not care much about differences from
brand to brand, or when there are a large number of buyers with
significant bargaining power.

6. The basic objective of this strategy is to underprice competitors and thereby gain market share
and sales, driving some competitors out of the market entirely.

7. In a ‘Low Cost Leader’ company there will be high efficiency, low overheads, limited perks,
intolerance of waste, intensive screening of budget requests, wide spans of control, rewards
linked to cost containment, and broad employee participation in cost control efforts

8. Some risks of cost leadership strategy are that competitors may imitate the strategy, thus
reducing the overall industry profits; that technological breakthroughs in the industry may make
the strategy ineffective; or buyer interest may swing to other differentiating features in addition to
price.

Q.No.4. How to achieve Cost Leadership Strategy? (B)                                               (NEW SM)

To achieve cost leadership, the following actions have to be taken by a firm:

a) Forecast the demand of a product or service promptly.

b) Optimum utilization of the resources to achieve cost advantage.
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c) Achieving economies of scale leads to lower per unit cost of product/service.

d) Standardisation of products for mass production to yield lower cost per unit.

e) Invest in cost saving technologies and try using advance technology for smart working.

f) Resistance to differentiation till it becomes necessary.

Q.No.5. What are the Advantages and Disadvantages of Cost Leadership Strategy?   (B)

Advantages of Cost Leadership Strategy: (NEW SM)
Cost leadership strategy may help the firm remain profitable even in the presence of: existing rivalry,
new entrants, supplier’s bargaining power, substitute products, and buyers’ bargaining power.

a) Existing Rivalry – Competitors are likely to avoid a price war, since the low cost firm will continue
to earn profits.

b) Buyers – Powerful buyers/customers can’t exercise their bargaining power over the cost leader
firm and will continue to buy its product.

c) Suppliers – Cost leader firms can absorb greater price increases of raw materials.

d) New Entrants – Low cost leader firms can create entry barriers to new entrants through their
continuous focus on efficiency and reduction of costs.

e) Substitutes – Low cost leaders can successfully persuade customers to stay with their product.

Disadvantages of Cost Leadership Strategy: (NEW SM)
a) Cost advantage may not remain for long as competitors can copy or follow cost reduction

techniques.
b) A firm can succeed with this strategy only if it can achieve higher sales volume.
c) Cost leaders tend to keep their costs low by minimizing advertising, market research, and

research and development, but this approach is not suggestible in the long run.
d) Technology changes are a great threat to the cost leader firm.

Q.No.6. Write short notes on Differentiation Strategy? (A)                                             (NEW SM)

1. This strategy involves producing unique products and services and charging a premium price,
targeting consumers who are relatively price-insensitive.

2. Successful differentiation can mean greater product flexibility, greater
compatibility, lower costs, improved service, less maintenance, greater
convenience, or more features.

3. Differentiation strategy should be pursued only after a careful study
of buyers’ needs and preferences to determine the feasibility of
incorporating one or more differentiating features into a unique
product that features the desired attributes.

4. A successful differentiation strategy allows a firm to charge a higher
price for its product and to gain customer loyalty because
consumers may become strongly attached to the differentiation
features.

5. Special features that differentiate one’s product can include superior service, spare parts
availability, engineering design, product performance, useful life, gas mileage, or ease of use.

6. A risk of pursuing a differentiation strategy is that the unique product may not be valued high
enough by customers to justify the higher price. When this happens, a cost leadership strategy
easily will defeat a differentiation strategy. Another risk of pursuing a differentiation strategy is that
competitors may develop ways to copy the differentiating features quickly.

Mercedes Benz is the world’s
most prestigious brand and its

positioning strategy is based on
differentiation.
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Basis of Differentiation: There are several basis of differentiation: product, pricing and organization.
 Product: Innovative products that meet customer needs can be an area where a company has

an advantage over competitors
 Pricing: It can fluctuate based on its supply and demand, and also be influenced by the

customer's ideal value for the product. Companies that differentiate based on product price can
either determine to offer the lowest price, or can attempt to establish superiority through higher
prices.

 Organisation: Organisational differentiation is yet another form of differentiation. Maximizing the
power of a brand, or using the specific advantages that an organization possesses can be
instrumental to a company's success.

Q.No.7. How to achieve Differentiation Strategy? (B)                                                     (NEW SM)

To achieve differentiation, the following measures should be adopted
by an organization.

a) Offer utility for the customers and match the products with their
tastes and preferences.

b) Elevate the performance of the product (Superior Performance).

c) Offer the promise of high quality product/service for buyer
satisfaction.

d) Rapid product innovation.

e) Taking steps for enhancing image and brand value.

f) Fixing product prices based on the unique features of the product and buying capacity of the
customer.

Q.No.8. Write are the Advantages and Disadvantages of Differentiation Strategy? (B) (OLD SM)

Advantages of Differentiation Strategy: Differentiation strategy may help a firm remain profitable
even in the presence of: existing rivalry, new entrants, suppliers' bargaining power, substitute products,
and buyers' bargaining power.
1. Existing Rivalry - Brand loyalty acts as a safeguard against competitors. It means that

customers will be less sensitive to price increases, as long as the firm can satisfy the needs of its
customers.

2. Buyers - They do not negotiate for price as they get special features and also they have fewer
options in the market.

3. Suppliers - Because differentiators charge a premium price, they can afford to absorb higher
costs of supplies and customers are willing to pay extra too.

4. New Entrants - Innovative features are an expensive offer. So, new entrants generally avoid
these features because it is tough for them to provide the same product with special features at a
comparable price.

5. Substitutes - Substitute products can't replace differentiated products which have high brand
value and enjoy customer loyalty.

Disadvantages of Differentiation Strategy:
1. In long term, uniqueness is difficult to sustain.
2. Charging too high a price for differentiated features may cause the customer to switch to another

alternative.
3. Differentiation fails to work if its basis is something that is not valued by the customers.

Surf Excel is the premium quality
detergent brand of HUL with its

communication theme ‘Dirt is Good’.
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Q.No.9. Write short note on Focus Strategy (A) (NEW SM)

1. Focus strategy involves producing products and services that fulfill the needs of a narrow market
that consists of consumers whose needs and preferences are distinctively different from the rest
of the market.

2. An organization using a focus strategy may concentrate on a particular group of customers,
geographic markets, or on particular product - line segments in order to serve a well - defined but
narrow market better than competitors who serve a broader market.

3. A successful focus strategy depends on an industry segment that is of
 sufficient size,
 has good growth potential, and
 is not crucial to the success of other major

competitors.
4. Only one firm can differentiate itself with lowest cost. So,

remaining firms in the industry must find other ways to
differentiate their products.

5. Midsize and large firms can effectively pursue focus-
based strategies only in conjunction with differentiation or
cost leadership-based strategies.

6. Focus strategy is most effective when consumers have
distinctive preferences or requirements and when rival
firms are not attempting to specialize in the same target segment.

7. Risks of pursuing a focus strategy include the possibility that numerous competitors will recognize
the successful focus strategy and copy it, or that consumer preferences will drift toward the
product attributes desired by the market as a whole.

8. Types of Focus Strategy: There are two variants of Focus Strategy, namely Focused Cost
Leadership and Focused Differentiation strategies.

a) Focused Cost Leadership Strategy: It involves competing based on low price and targeting
a narrow market. Firms that compete based on price and target a narrow market are following
this strategy. A firm that follows this strategy does not necessarily charge the lowest prices in
the industry. Instead, it charges low prices relative to other firms that compete within the target
market.

b) Focused Differentiation Strategy: It involves offering unique features that fulfill the demands
of a narrow market. Firms that compete based on uniqueness and target a narrow market are
following a focused differentiations strategy. For example, Rolls-Royce sells limited number of
high-end, custom-built cars.

Q.No.10. How to achieve Focus Strategy? (B)                        (NEW SM)

To achieve focus strategy the following are the following measures have to be adopted by an
organization:

1. Selecting specific niches which are not covered by cost leaders and differentiators.

2. Creating superior skills for catering to such niche markets.

3. Generating high efficiencies for serving such niche markets.

4. Developing innovative ways in managing the value chain.

Harley – Davidson concentrates only on
the super – heavy weight motors cycles
market. It does not produce small street

bikes or off-road bikes.
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Q.No.11. What are the Advantages and Disadvantages of Focus Strategy? (B)           (NEW SM)

Advantages of Focused Strategy
1. Premium prices can be charged by the organisations for their focused product/ services.
2. Due to the tremendous expertise about the goods and services that organisations following focus

strategy offer, rivals and new entrants will find it difficult to compete.
Disadvantages of Focused Strategy
1. The firms lacking in distinctive competencies may not be able to pursue focus strategy.
2. Due to the limited demand of product/services, costs are high which can cause problems.
3. In long run, the niche could disappear or be taken over by larger competitors by acquiring the

same distinctive competencies.

Q.No.12. Write short notes on Best- Cost Provider Strategy (A)  (NEW SM, OLD PM, N12 - 1M)

1. Best Cost provider strategy is a further development of 3 generic strategies i.e. Cost Leadership,
Differentiation and Focus Strategies.

2. Best - cost provider strategy involves providing more value for money to the Customers by emphasizing
low cost and better quality difference. It can be done in any of the following 2 ways:
a) By offering products at lower price than what is being offered by rivals for products with

comparable quality and features or
b) Charging similar price as that of rivals for products with much higher quality and better

features.
3. The objective is to keep costs and prices lower than those of other sellers of comparable

products.

SIMILAR QUESTIONS:

1. Explain the meaning of ‘Best cost provider strategy’ (N 12 - 1M)

A. Refer 2nd point in above answer.

Q. No.13. What are the situations under which the three generic strategies can be used? (C)
(For Students Self - Study)

SITUATIONS UNDER WHICH THESE GENERIC STRATEGIES CAN BE USED ARE:
a) COST LEADERSHIP: When the market is price-sensitive and much room is not left for

differentiation. Cost leadership is a better option when buyers do not care much about differences
between the brands.
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b) DIFFERENTIATION: This strategy is suitable when the customers are attracted to specific
attribute(s) of the products. It is directed towards creating separate market with a product with
different attribute(s). The strategy is useful in a perfectly competitive market where all the
products look similar.

c) FOCUS: Smaller firms may compete on a focus basis. When the customers have distinctive
preferences or requirements and the rival firms are not attempting to specialise in the same target
segment.

SIMILAR QUESTIONS:
1. Michael E. Porter has suggested three generic strategies. Briefly Explain them. What is the basic

objective to follow a generic Strategy? In what situations can the three strategies be used?

A. Refer 2nd question + above question (RTP M16)
2. According to Michael Porter, strategies allow organizations to gain competitive advantages from

different bases. Explain these bases as mentioned by Porter. (M13 – 3M)
A. Refer 2nd question + write above answer.

Q.No.14. Identify the type of generic strategy used in the following examples.
i) Dell Computer has decided to rely exclusively on direct marketing.
ii) “Our basic strategy was to charge a price so low that microcomputer makers couldn’t do

the software internally for that cheaply”.
iii) ‘NDTV’, a TV channel has identified a profitable audience niche in the electronic media and

exploited that niche through the addition of new channels like NDTV ‘Profit’ and ‘Image’.
(C)  (M 10, PM)

i) DIFFERENTIATION: Dell Computers is differentiating on product delivery. Computer market is
highly competitive and the products are very similar.

ii) COST LEADERSHIP: Keeping the prices low so that microcomputer makers acquire the software
rather than developing themselves is a case of cost leadership.

iii) FOCUS: NDTV has identified a profitable area (audience niche) and is focusing on it.

1. Explain why is cost-leadership strategy very effective in a country like India?

2. Can a company that follows cost-leadership Strategy make its customers loyal to its
products/services? Substantiate your answer with proper reasoning

3. List out the various companies that are successfully following differentiation strategy?

4. Is differentiation strategy apt for an educational institution? Explain by using some examples if
you say ‘yes’.

5. What are ‘No-frills’ airlines? List out the various no-frills airline companies operating in India.

6. Will it be ok for Rolex, if it introduces watches in the economy range of Rs.700 – Rs.2000 under
the same brand name?

THE END

TEST YOUR KNOWLEDGE

APPLICATION ORIENTED QUESTIONS
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6. FUNCTIONAL LEVEL STRATEGIES

Q.No.1. What are Functional Strategies? In terms of level where will you put them? (B)
(NEW SM, OLD PM) (For student Self - Study)

1. INTRODUCTION:
a) Once corporate level and business level strategies are developed, management has to

formulate and implement strategies for each functional area.

b) For effective implementation, strategists have to provide direction to functional managers
regarding the plans and policies to be adopted.

c) The effectiveness of strategic management depends on the manner in which strategies are
implemented.

2. MEANING: Functional strategies refer to strategies which are formulated in the individual
functional departments such as marketing, finance, production, R&D, Human Resource
Management etc.

3. LEVEL IN THE ORGANISATION STRUCTURE:
a) Functional strategies operate below the SBU or business-level strategies.

b) Within functional strategies there might be several sub functional areas.

c) Functional strategies are formulated within the higher level strategies and guidelines that are
set at higher levels of an organisation.

d) Functional managers need guidance from the business strategy in order to make decisions.

4. ROLE OF FUNCTIONAL STRATEGIES: Functional strategies play two important roles.

a) Firstly, they provide support to the overall business strategy.

b) Secondly, they spell out as to how functional managers will work so as to ensure better
performance in their respective functional areas.

Q.No.2. Are functional strategies really important for business?  (A)
(NEW SM, OLD PM, RTP- N14, N16, N13 – 3M)

REASONS WHY FUNCTIONAL STRATEGIES ARE NEEDED CAN BE ENUMERATED AS
FOLLOWS:
a) Functional strategies lay down clearly what is to be done at the functional level. They provide a

sense of direction to the functional staff.

Functional Level Strategies

Marketing
Strategies

Financial
Strategies

Production
Strategies

Logistics &
SCM Strategies

HRM
Strategies

Production System
Strategies

Operations
Strategies

R & D
Strategies
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b) They are aimed at facilitating the implementation of corporate strategies and the business
strategies formulation at the business level.

c) They act as basis for controlling activities in different functional areas of business.

d) They help in bringing harmony and coordination as they remain part of major strategies.

e) Similar situations occurring in different functional areas can be handled in a consistent manner, by
functional managers.

Thus, strategies need to be segregated into viable functional plans and policies that are compatible
with each other. In this way, strategies can be implemented by the functional managers.

SIMILAR QUESTIONS:
1. What are functional strategies? How important are they for the business? (RTP - N14)
A. Refer meaning in the 1st question + write the above answer.

2. Do you think that management of a business house needs to formulate strategies for
different functional areas when it already has developed higher level corporate and
business strategies? If   yes, enumerate the reasons why functional strategies are needed.

A. Same as above.

Q.No.3. Discuss the concept of Marketing Mix?  (A)
(NEW SM, OLD PM, RTP - M12, N16, J 09 - 2M, N10-3M, M13 - 4M, N14 - 3M)

MEANING OF MARKETING: Marketing is a social and managerial process by which individuals and
groups obtain what they need and want through creating, offering and exchanging products of value
with others.

MEANING OF MARKETING MIX:
a) Marketing mix forms an important part of overall competitive marketing strategy.

b) It is a set of controllable marketing variables that the firm blends to influence the demand for its
products and to produce the desired response it wants, in the target market.

c) It consists of everything that the firm can do to influence the demand for its product.

d) An effective marketing program blends all the elements of marketing mix into a coordinated
program designed to achieve the company’s marketing objectives, by delivering value to
consumers.

e) These variables are often referred to as “4Ps.” When translated to the perspective of buyers, they
may be termed as “4Cs” as explained below:

COMPONENTS / ELEMENTS OF MARKETING MIX:
Product: It stands for goods & services offered by the company, to the target market.

Price: It stands for amount of money that customers have to pay to obtain the product.

4P’s of Marketing Mix
(From company’s perspective)

 Product
 Price
 Place
 Promotion

4C’s of Marketing Mix
(From Customer’s perspective)

 Customer Solution
 Customer Cost
 Convenience
 Communication

MARKETING MANAGEMENT STRATEGIES
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Place: It stands for all the activities of the company that make the product available to target
customers. One of the most basic marketing decisions is choosing the most appropriate channel to
reach target customer.

Promotion: It stands for activities that communicate the merits of the product and persuade target
consumers to buy it. It includes – Personal Selling, Advertising, Publicity and Sales promotion

SIMILAR QUESTIONS:
1. Write short notes on the Components of marketing mix
A. Same as above.
2. Write a short note on place in marketing. (RTP -  M17)
A. Refer the above answer.
3. Write short note of elements on the Marketing Mix? (PM)
A. Refer the above answer.

Q.No.4. Discuss different promotional methods    (B) (NEW SM, OLD PM)

Promotion stands for activities that communicate the merits of the product and persuade target
consumers to buy it. Modern marketing is highly promotional oriented. Promotion also acts as an
impetus to marketing.

THERE ARE AT LEAST FOUR MAJOR DIRECT PROMOTIONAL METHODS OR TOOLS AS
EXPLAINED BELOW:
1. Personal Selling:

a) It is one of the oldest forms of promotion.

b) It involves face-to-face interaction of sales force with the prospective customers and provides
high degree of personal attention.

c) Here, oral communication is made with potential buyers with an intention of making a sale.

d) Initially it may focus on developing a relationship with the potential buyer, but end up with
efforts for making a sale.

e) It suffers from very high costs as sales personnel are expensive. They can physically attend
only one customer at a time. Thus, it is not a cost-effective way of reaching a large number of
people.

2. Advertising:
a) Advertising is a non-personal, highly flexible and dynamic promotional method.

b) There are several media of advertisement such as pamphlets, brochures, newspapers,
magazines, hoardings, display boards, radio, television and internet.

c) Choice of appropriate media is important for effectiveness of the message. The media may be
local, regional or national.

d) The type of message, copy and illustration are a matter of choice and creativity.

e) Advertising may be directed towards consumers, middlemen or opinion leaders.

f) Advertising is likely to succeed in promoting the sales of an organization but its effectiveness
in respect to the expenditure cannot be directly measured. Because sales is a function of
several variables out of which advertising is only one.

3. Publicity:
a) Publicity is a non-personal form of promotion similar to advertising. However, no payments

are made to the media as in case of advertising. Organizations skillfully seek to promote
themselves and their product without payment.
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b) Publicity is communication of a product, brand or business by placing information about it in
the media without paying for the time or media space directly. Thus, it is way of reaching
customers with negligible cost.

c) Basic tools for publicity are press releases, press conferences, reports, stories, and internet
releases. Of course, these releases must be of interest to the public.

4. Sales Promotion:
a) Sales promotion includes all activities that are undertaken to promote the business but are not

specifically included under personal selling, advertising or publicity.
b) Activities like discounts, contests, money refunds, installments, kiosks, exhibitions and fairs

will come under sales promotion. All these are meant to give a boost to the sales.
c) Sales promotion done periodically may help in getting larger market share to an organization.

SIMILAR QUESTION:
1.  Write short on publicity and sales promotion?
A. First write the meaning of promotion and list out all the four methods of promotion. After that write

3rd and 4th points of the above answer.

Q.No.5. Discuss the concept of Expanded/ Extended Marketing Mix. (B) (NEW SM, OLD PM)

a) Typically, all organizations use a combination of 4Ps in some form or the other (4Ps are Product,
Price, Place & Promotion).

b) However, these elements of marketing mix are not exhaustive.
c) It is essential to discuss few more elements that may form part of an organizational marketing mix

strategy.
d) Growth of services has its own share for the inclusion of newer elements in marketing. A few new

Ps are as follows:

VARIABLE AREAS OF STRATEGY

1. People: All human actors who play a part
in delivering the market offering and thus
influence the buyer’s perception i.e. firm’s
personnel.

 To determine the extent of co-ordination
between firm’s personnel (in rendering
services) to the customer.

 To identify ways and means to improve
healthy business relations with customers.

2. Physical Evidence: The environment in
which the market offering is delivered and
where the firm and customers interact.

 To identify the impact of service
environment on the customer and level of
his satisfaction.

3. Process: The actual procedures,
mechanisms and flow of activities by which
the product/service is delivered.

 To simplify the ‘process flow’ by eliminating
unnecessary or non-value added activities
and processes.

 To obtain cost reduction advantage by
simplifying essential activities and
processes.

NOTE: Students are advised to write the AREAS OF STRATEGY only if specifically questioned in the
examination.

Q.No.6. Explain various Marketing Strategies/ Techniques? (C) (OLD PM, N14 - 4M, M12 - 2M)

1. Social Marketing: It refers to the design, implementation, and control of programs seeking to
increase the acceptability of social idea, cause or practice among a target group e.g. “No
Smoking” Campaign. (NEW SM)
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2. Augmented Marketing: It refers to provision of additional customer services and benefits built

around the actual products and introduction of hi-tech services, e.g. movies on demand, on-line
computer repair services, secretarial services, etc. Such innovative offerings can increase
customer service to much higher levels. (NEW SM)

3. Direct Marketing: It is the process of marketing through various advertising media that interact
directly with consumers and we will get a direct response from the consumer. Direct Marketing
includes Catalogue Selling, Mail Telecomputing, Electronic Marketing and TV Shopping. (NEW SM)

4. Relationship Marketing: It is the process of creating, maintaining and enhancing strong, value-
laden relationship with customers & other shareholders. This results in provision of special
benefits to select customers, in order to strengthen bonds and build lasting customer
relationships. Eg: British Airways offers special lounges with showers at 199 airports for frequent
flyers. (NEW SM)

5. Services Marketing: It is the process of applying the concepts, tools and techniques of marketing
to services. Service refers to any activity or benefit that one party can offer to another, and is
essentially intangible, e.g. Banking, Retailing, Educational or other utilities. (NEW SM)

6. Person Marketing: Person marketing consists of activities undertaken to
create, maintain or change attitudes or behaviour towards particular people. For
example, politicians, sports, stars, film stars, etc. market themselves to get
votes, or to promote their careers and income. (NEW SM)

7. Organisation Marketing: Organisation Marketing consists of activities undertaken to create,
maintain or change attitude and behaviour of target audiences towards an organisation. Both
profit and non-profit entities practice organisation marketing. (NEW SM)

8. Place Marketing: Place Marketing involves activities undertaken to create,
maintain or change attitudes and behaviour towards particular places, e.g.
business sites marketing, tourism marketing. (NEW SM)

9. Enlightened Marketing: It involves marketing with a philosophy that a
Company’s marketing efforts should support the best long-run performance of the marketing
system. Its five principles include (a) customer-oriented marketing, (b) innovative marketing, (c)
value marketing, (d) sense of-mission marketing, and (e) societal marketing. (NEW SM)

10. Differential Marketing: It is a market-coverage strategy in which a firm
decides to target several market segments and designs separate offer for
each segment. For example, Hindustan Lever Limited has Lifebuoy, Lux
and Rexona in its popular segment Liril and Pears in its premium
segment. (NEW SM)

11. Synchro Marketing: In some cases, the demand for the product is
irregular. It can be due to season, some parts of the day, or on hour basis, causing idle capacity
or over-worked capacities. In such cases, Synchro marketing can be used to regularize the
pattern of demand through flexible pricing, promotion and other incentives. E.g. Fans and ACs
sold at off season prices. (NEW SM)

12. Concentrated Marketing: It is a market-coverage strategy, in which a Firm goes after a large
share of one or few sub-markets. (NEW SM)

13. De-Marketing: It is a marketing strategy to reduce demand temporarily or permanently. The aim
is not to destroy demand, but only to reduce or shift it. De-marketing can be applied to regulate
demand, in case of full demand in certain cases. For e.g. keeping ‘houseful’ board at the movie
theatre when there is heavy rush. (NEW SM)

NOTE: The above question will not be asked in the exam as it is but definitions can be asked
individually from this question.
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Q.No.7. What do you mean by financial strategy of an organization? (B) (NEW SM)

MEANING OF FINANCIAL STRATEGY:
a) The financial strategies of an organization are related to several finance/ accounting concepts

considered to be central to strategy implementation.

b) These are: acquiring needed capital/sources of fund, developing projected financial
statements/budgets, management/ usage of funds, and evaluating the worth of a business.

c) The circumstances where it is important to evaluate the actual worth of the business are
acquisition, merges or diversification or retrenchment.

Q.No.8. Successful implementation of any project needs additional funds. What are the
different sources of raising funds and their impact on the financial strategy which you as a
financial manager consider?       (A) (NEW SM, OLD PM, RTP - M16, M17, N 11 - 3M, M15 - 3M)

1. Successful strategy implementation often requires additional capital. Besides net profit and sale of
assets, there are two basic sources of capital for an organization i.e. debt and equity. Being a
financial manager it is important to determine an appropriate mix of debt and equity in a firm's
capital structure, for successful implementation of strategy.

2. Major factors regarding which strategies have to be made by a financial manager are:
 Capital structure
 Procurement of capital and working capital borrowings
 Reserves and surplus as sources of funds and
 Relationship with lenders, banks and financial institutions.

3. Generally, fixed debt obligations must be met, irrespective of profits.

This does not mean that equity is always better than debt for raising capital. If ordinary stock is
issued to finance a project; ownership and control of the enterprise are diluted. This can be a
serious concern in today's business environment of hostile takeovers, mergers and acquisitions.

4. Strategies related to the sources of funds are important since they determine how financial
resources will be made available for the implementation of strategies. Organizations have a range
of alternatives regarding the source of funds. While one company may rely on external
borrowings, another may follow a policy of internal financing.

SIMILAR QUESTION:
1. ‘Determining an appropriate mix of debt and equity in a firm’s capital structure can be vital

to successful strategy implementation’. Discuss.
A. Same as above

Q.No.9. How the worth of a business is evaluated? (A)
(NEW SM, OLD PM, RTP - M12, M13, M14, M 11 - 4M, M 13 – 2M, N17- 3M)

Evaluating the worth of a business is very important in strategy implementation because integrative,
intensive and diversification strategies are often implemented by acquiring other firms.

Various methods for determining a business’s worth can be grouped into three main approaches
which are as follows:

FINANCIAL MANAGEMENT STRATEGIES
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1. NET WORTH OR STOCKHOLDERS’ EQUITY: Net worth represents the sum of common stock,

additional paid-in capital and retained earnings. After calculating net worth, add or subtract an
appropriate amount for goodwill and overvalued or undervalued assets. This total provides a
reasonable estimate of a firm's monetary value. In other words, Net worth is the total assets
minus total outside liabilities of an individual or a company.

2. FUTURE BENEFITS TO OWNERS THROUGH NET PROFITS: These benefits are considered to
be much greater than the amount of profits. A conservative rule of thumb says that a business’s
worth is equal to five times the firm’s current annual profit. A five-year average profit level could
also be used.

3. MARKET - DETERMINED BUSINESS WORTH: This, in turn, involves three methods.

a) Comparative price method: The firm’s worth may be based on the selling price of a similar
company.

b) Price-earnings ratio method: The market price of the firm’s equity shares is divided by the
annual earnings per share and multiplied by the firm’s average net income for the preceding
year.

c) Outstanding shared method: This is arrived at by simply multiplying the number of shares
outstanding by the market price per share and add a premium.

SIMILAR QUESTIONS:
1. Evaluating the worth of a business is central to strategy implementation.” In the light of

this statement, explain the methods that can be used for determining the worth of a
business.

A.  Refer Various Methods In Above Answer.

2. What do you mean by financial strategy of an organization? How the worth of a business is
evaluated? (RTP M15)

A. Refer the meaning in Q. no.7 + Write the above question.

Q.No.10. Write short notes on Production Strategy Formulation (B) (NEW SM)

1. For effective implementation of higher level strategies, strategists need to provide direction to
functional managers, including production, regarding the plans and policies to be adopted.

2. Production strategy provides a path for transmitting corporate and business level strategy to the
production systems and makes it operational. Production Strategy is related to-

a) Production System,

b) Operational Planning and Control, and

c) Research and Development (R&D).

3. Production Strategies have an effect on-

a) nature of product/service,

b) the number of markets to be served, and

c) the manner in which the markets are to be served.

4. For e.g. a strategy of expansion through related diversification will affect what products are
offered to which market and how these markets are served.

5. The operations system structure, which is concerned with the manufacturing/ service and
supply/delivery system, and operations system objectives, which are related to customer service
and resource utilisation, both determine what operations, plans and policies are set.

PRODUCTION MANAGEMENT STRATEGIES
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Robotic arms are being used
extensively in manufacturing

assembly now- a- days.

Old Assembly line Vs. Modern Assembly Line
SIMILAR QUESTION:
1. How production Strategy implements, supports and drives higher strategies? (RTP - N14)
A. Refer 1st& 2nd points in the above answer.

Q.No.11. Write short notes on Strategy formulation in the areas of – (a) Production System,
and (b) Operational Planning and Control    (B) (NEW SM, OLD PM, M14 - 3M, M12 - 1M)

1. PRODUCTION SYSTEM STRATEGY:
a) It is concerned with the capacity, location, layout, product or

service design, work systems, degree of automation, extent of
vertical integration, and such factors.

b) Strategies related to production system are significant as they
deal with vital issues affecting the capability of the organisation to
achieve its objectives.

c) It involves decisions which are long-term in nature and have an
influence on- Operations capability of the firm and its ability to
implement strategies and achieve objectives.

Examples: Excel Industries, a pioneering company in the area of
industrial and agro chemicals, adopts a policy of vertical integration. It starts with the end product
and then integrates backward to make raw materials for it.

2. OPERATIONS PLANNING AND CONTROL STRATEGY:
a) Strategies related to operations planning and control are concerned with aggregate production

planning; materials supply; inventory, cost, and quality management; and maintenance of
plant and equipment.

b) Operational strategies seek to ensure that the resources are efficiently utilized and the day-to-
day operations are carried out in the light of long-term objectives.

c) Operations planning and control provide an example of an organizational activity that is
aimed at translating the objectives into reality.

Examples:
 Instrumentation Ltd is a public sector company engaged in the business of process control

and automation and is currently following a strategy of expansion and diversification.
Operations planning and control at this company is based on the policy of ancillarisation.
There are about 259 ancillary units that supply sub-assemblies and components. The
company's centralized production is at Kota in Rajasthan and its operations plans are based
on the plans of its ancillary units. The centralized production provides all the basic inputs to
ancillaries and performs the functions of testing, standardizing, and fabricating the equipment.

 Some companies use quality as a strategic tool. The operations policies at KSB Pumps Ltd lay a
great emphasis on quality aspects. In implementing its strategy of stable growth, KSB Pumps has
built a solid reputation for its quality products. Structurally, it has a separate department of quality
assurance having two groups of quality inspection and quality engineering. Thus, quality is a
consideration not only at the inspection stage but is built into the design itself.
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SIMILAR QUESTION:
1. Write short on production system?
A. Refer product system strategy in above answer.

Q.No.12. Explain how Research & Development personnel can play an integral part in strategy
implementation?    (A) (NEW SM, OLD PM, RTP - N15, N14 - 3M)

1. R & D personnel can play an integral part in strategy implementation. These individuals are
responsible for developing new products and improving old products in a way that will allow
effective strategy implementation.

2. R & D employees and managers perform tasks such as transferring complex technology,
adjusting processes to local raw materials, adapting processes to local markets, and altering
products to particular tastes and specifications.

3. Strategies such as product development, market penetration and concentric diversification require
successful development of new products and that old products be significantly improved. But the
level of management support for R&D is often constrained by resource availability.

4. The most successful organizations use an R&D strategy that ties external opportunities to internal
strengths and is linked with objectives.

5. Well formulated R&D policies match market opportunities with internal capabilities.

6. R&D policies can enhance strategy implementation efforts to:

a) Emphasize product or process improvements.

b) Stress basic or applied research.

c) Be leaders or followers in R&D.

d) Develop robotics or manual-type processes.

e) Spend a high, average, or low amount of money on   R&D.

f) Perform R&D within the firm or to contract R&D to outside firms.

g) Use university researchers or private sector researchers.

SIMILAR QUESTIONS:

1. Discuss the role of R&D in strategy implementation. (RTP - N11, PM)

A. Same as above.

2. How would you argue that R & D personnel are important for effective strategy execution?

A. Refer 1st, 2nd & 3rd points in above answer. (N14 - 3M)

RESEARCH AND DEVELOPMENT STRATEGIES

JIT is a Japanese production strategy that strives to
improve the business return on investment by

reducing in – process inventory and associated costs.
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Q.No.13. What are the three major approaches for implementing R&D strategies? (A)
                      (RTP- M14)

There are at least three major R&D approaches for implementing strategies as discussed below:

1. Leader/
Pioneer

 The first strategy is to be the first firm to market new technological products.
 This is a glamorous and exciting strategy but also a dangerous one.
 Firms such as 3M and General Electric have been successful with this

approach, but many other pioneering firms have fallen, with rival firms seizing
the initiative.

2. Follower/
Imitator

 A second R&D approach is to be an innovative imitator of successful
products, thus minimizing the risks and costs of start-up.

 This approach entails allowing a pioneer firm to develop the first version of
the new product and to demonstrate that a market exists, and thereafter
follower / imitator firms develop a similar product.

 This strategy requires excellent R&D personnel and an excellent marketing
department.

3. Low-cost
Producer

 To be a low-cost producer by mass-producing products similar to but less
expensive than products recently introduced.

 As a new product accepted by customers, price becomes increasingly
important in the buying decision. Also, mass marketing replaces personal
selling as the dominant selling strategy.

 This strategy requires substantial investment in plant and equipment but less
expensive than the two approaches described above.

Q.No.14. Write short notes on Logistics Strategy   (A) (NEW SM, PM, RTP- M12, N15, N13 – 1M)

1. MEANING:
a) Management of Logistics is a process which integrates the flow

of supplies into, through and out of an organisation.
b) The objective is to ensure that the right materials are available at

the right place, at the right time, of the right quality and at the
right cost.

c) Improvement in logistics can result in saving in cost of doing
business.

d) Supply chain management helps in logistics and enables a
company to have constant contact with its distribution team, which
could consist of trucks, trains, or any other mode of transportation.

e) When a company creates a logistics strategy it is defining the service
levels at which its logistics is smooth and is cost effective.

f) A company may develop number of logistics strategies for specific
product lines, specific countries or specific customers because of
constant changes in supply chains.

2. ISSUES: Logistics Strategy deals with the following issues:

a) Which sources of raw materials and components are available?

b) How many manufacturing locations are there?

c) What products are being made at each manufacturing location?

LOGISTICS & SUPPLY CHAIN  MANAGEMENT STRATEGIES

Logistics of ants: They
transport food from one
place to another place

very systematically
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d) What modes of transportation should be used for various products?

e) What is the nature of distribution facilities?

f) What is the nature of materials handling equipment used? Is it ideal?

g) What is the method for deploying inventory in the logistics network?

h) Should the business organization own the transport vehicles?

3. ADVANTAGES / IMPORTANCE: The improvement in logistics can results in savings in cost of
doing business. These savings can also reveal in the profits of the company.

Some examples of how logistics can help a business are as follows:

 Cost Savings,
 Reduced Inventory,
 Improved Delivery time,

 Smooth Production Schedule,
 Customer Satisfaction, and
 Competitive Advantage.

SIMILAR QUESTIONS:
1. Define the term Logistics Strategy. (N 08 - 2M)
A. Refer the 1st point above (No need to write Issues & Advantages)

2. What are the issues that need to be addressed to formulate an effective logistics strategy
in a business firm? (RTP N15)

A. Write Meaning & issues in above answer.

Q.No.15. What are the areas to be examined while developing a logistics strategy?  (A)
(NEW SM, OLD PM, RTP - M16, N13 - 4M)

Following are different areas that should be examined while developing a logistic strategy for each
company:

1. TRANSPORTATION: Does the current transportation strategies help service levels required by
the organisation?

2. OUTSOURCING: Areas of outsourcing of logistics function are to be identified. The effect of
partnership with external service providers on the desired service level of organisation shall also
be examined.

3. COMPETITORS: Review the procedures adopted by the competitors. It shall also be judged
whether adopting the procedures followed by the competitors will be beneficial to the organisation
or not. This will also help in identifying the areas that may be avoided.

4. AVAILABILITY OF INFORMATION: The information regarding logistics should be timely and
accurate. If the data is inaccurate then the decisions that are made will be incorrect. With the
newer technologies it is possible to maintain information on movement of fleets and materials on
real time basis.

5. STRATEGIC UNIFORMITY: The objectives of the logistics should be in line with overall
objectives and strategies of the organisation. They should aid in the accomplishment of major
strategies of the business organisation.

SIMILAR QUESTION:
1. What is logistics strategy? What are the areas to examine while developing a logistics

strategy? (RTP M16)
A. Refer ‘meaning’ in the answer of Q. no.14 + write the answer of the above question.
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Q.No.16. What is Supply Chain Management? What are the requirements for successful
implementation of supply chain management system? Explain.   (A)

(NEW SM, OLD PM, RTP- N14, N11 – 3M, N13 – 7M)

MEANING:

a) SCM refers to the linkages between suppliers, manufacturers and customers.

b) SCM is defined as the process of planning, implementing, and controlling the supply chain
operations.

c) It encompasses all movement and storage of raw materials, work-in-process inventory, and
finished goods from point-of-origin to point-of-consumption.

IMPLEMENTING SUPPLY CHAIN MANAGEMENT SYSTEMS:

 A Successful implementation of supply management system requires a change from managing
individual functions to integrating activities into key supply chain processes.

 It involves collaborative work between buyers and suppliers, joint product development, common
systems and shared information.

 Partners need to link together to share information through electronic data interchange and take
decisions in timely manner.

STEPS: Implementing and successfully running supply chain management system will involve the
following steps.

1. PRODUCT DEVELOPMENT: Customers and suppliers must work together in the product
development process. This enables an organisation to develop and launch products in shorter
time and remain competitive.

2. PROCUREMENT: Procurement requires careful resource planning, quality issues, identifying
sources, negotiation, order placement, inbound transportation and storage. Suppliers are involved
in planning the manufacturing process.

3. MANUFACTURING: Flexible manufacturing processes must be used to respond to market
changes. Manufacturing should be done on the basis of Just-In-Time (JIT) and minimum lot sizes.
Changes shall be made in the manufacturing process to reduce manufacturing cycle.

4. PHYSICAL DISTRIBUTION: Availability of the products at the right place at the right time is
important for each channel participant. Through physical distribution processes, serving the
customer becomes an integral part of marketing.

5. OUTSOURCING: The Company has to focus on those activities where it has competency and
everything else shall be outsourced. Outsourcing is not limited to the procurement of materials and
components, but also includes outsourcing of services that traditionally have been provided within
an organization.

6. CUSTOMER SERVICES: Organizations through interfaces with the company's production and
distribution operations should develop customer relationships so as to satisfy them. They work
with customer to determine mutually satisfying goals, establish and maintain relationships.

7. PERFORMANCE MEASUREMENT: There is a strong relationship between the supplier,
customer and organisation. Supplier capabilities and customer relationships can be correlated
with firm’s performance. It should be measured in different parameters such as costs, customer
service, productivity and quality.

SIMILAR QUESTIONS:

1. Discuss major steps in implementing supply chain management systems in a business
organisation?

A. Refer steps in the above answer.
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2. What is supply chain management? Is it same as logistics Management? Discuss?

A. Refer meaning in above answer + Refer fast track material for diff. between supply chain
management and logistics Management. (RTP M15)

Q.No.17. Outline the key areas where the Human Resource Manager can play a strategic role
(A) (NEW SM, OLD PM, RTP – M13, M17, N11, 12 – 3M, N15 - 3M)

The prominent areas where the human resource manager can play strategic role are as follows:

1. PROVIDING PURPOSEFUL DIRECTION:
a) The human resource manager must be able to lead people and the organization towards the

desired direction involving people.

b) He has to ensure harmony between organizational objectives and individual objectives.

c) All actions of each person must be consistent with the organizational goals.

2. CREATING COMPETITIVE ATMOSPHERE:
a) In the present globalized market, maintaining a competitive gain is the objective of any

organization.

b) There are two important ways through which a business can achieve competitive advantage
over the others.

i) The first is cost leadership which means the firm aims to become a low cost leader in the
industry.

ii) The second is differentiation under which the firm seeks to be unique in the industry in the
areas that are highly valued by the customers.

c) Putting these strategies into effect requires highly committed and competent workforce.

3. FACILITATION OF CHANGE:
a) The human resource manager will be more concerned about furthering the organization and

not just maintaining it.

b) He has to devote more time to promote acceptance of change rather than maintaining the
status quo.

4. DIVERSION OF WORKFORCE:
a) Workforce diversity can be observed in terms of male and female, young and old, educated

and uneducated, unskilled and professional employee and so on.

b) Maintaining a congenial healthy work environment is a challenge for HR Manager.

c) Motivation, maintaining morale and commitment are some of the key tasks that a HR manager
has to perform.

5. EMPOWERMENT OF HUMAN RESOURCES:
a) Empowerment means authorizing every member of a society or organisation to take of his/her

own destiny realizing his/her full potential.

b) Thus, HR Management seeks to satisfy the Self-esteem and Self-actualization needs of
employees.

6. BUILDING CORE COMPETENCIES:
a) The human resource manager has an important role to play in developing core competency

by the firm.

HUMAN RESOURCE MANAGEMENT STRATEGIES
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b) A core competence is a unique strength of an organization which may not be shared by others. It
implies leveraging the limited resources of a firm. It needs creative, courageous and dynamic
leadership having faith in the human resources of the organization.

7. DEVELOPMENT OF WORK ETHICS AND CULTURE:

a) Greater efforts will be needed to achieve cohesiveness among workers.

b) Focus should shift from extrinsic to intrinsic motivation.

c) HR Management should try to develop a vibrant work culture-

i) To create an atmosphere of trust among people, and

ii) To encourage creative ideas by the people.

SIMILAR QUESTIONS:

1. Explain the strategic role of Human Resource Management in the following areas: (RTP - M17)

i) Facilitation of Change

ii) Building Core Competencies

iii) Development of work ethics & culture.

A. Refer the 3rd, 6th & 7th points above (N 12 – 3M)

2. Explain any 3 prominent areas where HR manager can play a strategic role.

A. Write any 3 points in the above answer.

Q.No.18. Explain briefly the internal factors which have a strong influence on employee
competence? (A)  (OLD PM, M14 - 3M, N 16 - 4M)

The role of human resources in enabling the organisation to effectively deal with external
environment challenges, the Human resource management function has been accepted as a
strategic partner in the formulation of organization’s strategies and in the implementation of such
strategies through human resource planning, employment, training, appraisal and rewarding of
personnel.

FOLLOWING PRACTICES CAN HAVE A STRONG INFLUENCE ON EMPLOYEE COMPETENCE.

a) Recruitment & selection: The workforce will be more competent if a firm can successfully
identify, attract and select the most competent applicants.

b) Training: The workforce will be more competent if employees are well trained to perform their
jobs properly.

c) Appraisal of performance: The performance appraisal is to identify any performance
deficiencies experienced by employees due to lack of competence. Such deficiencies, once
identified, can be solved through counseling, coaching or training.

d) Compensation: A firm can usually increase the competency of its workforce by offering pay and
benefit packages that are more attractive than those of their competitors. This practice enables
organizations to attract and retain the most capable people.

As a company focused on
innovation, Intel is

committed to investing in its
employees. Their unique
skills, experiences and

backgrounds allow them to
contribute valuable new

ideas and perspectives to
everything Intel does.
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SIMILAR QUESTIONS:
1. “Human resources are now viewed as a source of competitive advantage”. Discuss the

four activities when performed properly can increase the competency of workforce.
A. Same as above. (N16 - 4M)
2. Does HRM function play a role in organizational strategy? (OLD PM)
A. Refer the first paragraph in the above answer.
3. State the factors of human resource that influence on employee competence?
A. Same as above.

Q.No.16. What are the limitations of financial budgets? (C)

1. Budgetary programs can become so detailed that they are cumbersome and overly expensive.
Over budgeting or under budgeting can cause problems.

2. Financial budgets can become a substitute for objectives. A budget is a tool and not an end in
itself.

3. Budgets can hide inefficiencies if based solely on precedent rather than on periodic evaluation of
circumstances and standards.

4. Budgets are sometimes used as instruments of domination that result in frustration, resentment,
absenteeism, and high turnover.

To minimize the effect of this last concern, managers should increase the participation of
subordinates in preparing budgets.

Q.No.17. What is Marketing Mix? A company launches a new brand of ice creams. It keeps
prices much below the prices of similar ice creams that are already in the market. Choose the
pricing strategy that is probably used by the company. (B) (OLD PM)

MEANING OF MARKETING MIX: As given above.

A company trying to keep the prices of new brand of ice creams too low is trying to penetrate the
market. In penetration pricing, prices are initially kept at relatively low levels. This is done to attract
customers. It is expected that the price sensitive customers will switch to the new brand because of the
lower price. The strategy helps in increasing market share or sales volume.

Q.No.18. What are the objectives that must be kept in mind while designing a pricing strategy
of a new product? (B) (M16 - 3M)

For a new product pricing strategies for entering a market needs to be designed. In pricing a really
new product at least three objectives must be kept in mind.
i) Making the product acceptable to the customers.
ii) Producing a reasonable margin over cost.
iii) Achieving a market that helps in developing market share.
For a new product an organization may either choose to skim or penetrate the market. In skimming
prices are set at a very high level. The product is directed to those buyers who are relatively price
insensitive but sensitive to the novelty of the new product.

In penetration pricing firm keeps a temptingly low price for a new product which itself is selling point.
A very large number of the potential customers may be able to afford and willing to try the product.

APPLICATION ORIENTED QUESTIONS

QUESTIONS FOR ACADEMIC INTEREST – SELF STUDY
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For example call rates of mobile telephony were set very high initially. Even the incoming calls were
charged. Since the initial off take of the product is low, high price, in a way, helps in rationing of
supply in favour of those who can afford it.

1. What is the difference between Job Enlargement and Job Enrichment?
2. Will a premium branded apparel retail store be successful by establishing it in a rural area?

Explain.
3. What strategies a company can adopt if they want to launch a new product? (OLD PM)
4. Prepare a marketing plan for a company providing financial services. (OLD PM)
5. Imagine your company wants to launch a new shampoo brand. Design the 4P’s of marketing mix

for it?
6. Harley Davidson Company would like to launch its new bike model at a price of 15 lakhs in India.

Prescribe
a) Segmentation b) Targeting c) Positioning Strategies for the company

THE END

TEST YOUR KNOWLEDGE
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7. ORGANISATION & STRATEGIC LEADERSHIP

DIFFERENT FORMS OF ORGANIZATIONAL STRUCTURE

NOTE: In the following questions about organizational structures students need not cover
‘advantages’ & ‘disadvantages’ as majorly they will be asked as short answer questions in the exam.
At the maximum they can remember 3 advantages and 2 disadvantages in each one of them.

Q.No.1. Changes in Strategy often require Changes in Structure. Explain. (C)             (NEW SM)

1. CHANGES IN STRATEGY OFTEN REQUIRE CHANGES IN ORGANIZATIONAL STRUCTURE
FOR TWO MAJOR REASONS:
First reason is Structure largely dictates how objectives and policies will be established. For e.g.
objectives and policies established under a geographic organizational structure are expressed in
geographic terms. Objectives and policies are generally stated in terms of products in an
organization whose structure is based on product groups.

Second reason is Structure dictates how resources will be allocated. If an organization's structure
is based on customer groups, then resources will be allocated in that manner. Similarly, if an
organization's structure is set up along functional business lines, then resources are allocated by
functional areas.

2. Structure should be designed to facilitate strategic pursuit of a firm. Therefore, structure follows
strategy. So, changes in strategy lead to changes in organisational structure.

3. A competitive advantage is created when there is a proper match between strategy and structure. If
there is no proper match then it leads to rigidity and failure.

Note: Without a Strategy or Mission, firms cannot design an effective structure.

ORGANISATIONAL STRUCTURES

Organisation & Strategic Leadership

Organisational Structures Strategic Leadership Strategy supportive
Corporate Culture

Simple Functional SBU NetworkDivisional Matrix Hourglass

Entrepreneurship &
Intrapreneurship

Centralized Structure

Simple Organisational Structure
(where decisions are taken by owner –

manager.)

Functional Structure

Decentralized Structure

Divisional Structure
Strategic Business Unit (SBU) Structure

Matrix Structure
Network Structure

Hourglass Structure
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SIMILAR QUESTION:

1. Strategy follows structure. (T / F)

A. Refer the points 2 & 3 points above (N 07 - 2M)

Q.No.2. Write short notes on Simple Organisational Structure. (C)

MEANING: A simple structure is an organisational structure in which the owner-manager makes all major
decisions directly and monitors all activities. Staff will merely serve as executors of decisions taken by the
owner-manager. (NEW SM)
FEATURES / Characteristics:
a) Little Specialisation of Tasks
b) Few Rules and Little Formalisation
c) Unsophisticated Information Systems.
d) Direct involvement of owner-manager in all phases of day-to-day operations.
e) Frequent and Direct Communication.
Competitive Advantages:
a) Broad- based openness to innovation
b) Greater structural flexibility,
c) Ability to respond more quickly to environmental changes.
d) Quick decision making as authority is centralized.
Demerits / Limitations:
a) Not suitable when firms grow larger/ bigger.
b) Cannot manage complicated information processing requirements.
c) More pressure on owner-managers (due to lack of skill or experience or time).
Suitability:
a) Appropriate for organisations that follow a single-business strategy and offer a line of products in

a single geographic market.
b) Appropriate for companies that follow focused cost-leadership or focused differentiation

strategies.

Q.No.3. State the Characteristics of a Functional Structure? (C)                                    (NEW SM)

1. MEANING:
a) This is a widely used structure in business organisations because of its simplicity and low cost.
b) Under Functional or centralized organisational structure the entire work to be done is divided

into major functional departments.
c) The Functional Structure consists of:

i) Corporate Level: Chief Executive Officer (CEO) or a Managing Director and other Heads,
ii) Functional Level: Line Managers in major functions like Production, Accounting,

Marketing, R&D, Engineering, and Human Resources.

2. How things are organized in this structure?:
a) In a Functional Structure, each major function of business is organised as a separate

department.

Owner -
Manger

Employee Employee Employee
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b) Within the department, the work can be divided into different sections and sub -sections.
c) Within each sub-section, work can be organised from top to bottom by entrusting each unit of

job / task, to lower levels.

3. Competitive Advantages:
a. Promotes Specialisation of Labour
b. Efficient Distribution of work through

Specialisation
c. Provides time for the top management to focus

on Strategic Decisions
d. Allows Quick Decision – making
e. Each department can be managed by an

expert because all jobs are specialized in
nature and require specialists

f. Better Supervision, since an individual
manager becomes familiar with related tasks
and activities

a. Better Co-ordination due to
Specialisation and Efficiency among
various departments

b. Promotes maximum utilisation of up to
date technical skills and enables to
capitalise on efficiency and
specialization.

c. Minimises duplication or repetition of
tasks

4. Disadvantages:
a. Forces Accountability to the top
b. Minimises Career Development

Opportunities
c. Low Employee Morale
d. May create line & staff conflicts
e. Poor Delegation of Authority

a. Inadequate planning for many products and
markets

b. Difference in functional specialisation and
orientation. It creates problems in
communication and co-ordination.

c. Specialists may develop narrow
perspective, losing sight of the company’s
strategic vision and mission

d. Narrow specialisation kills initiative of
entrepreneurs and zeal of innovativeness.

Q.No.4. Multi Divisional Structure or M-Form Structure (C) (NEW SM)

MEANING: The multi-divisional (M-Form) structure consists of
operating divisions where each division represents a separate
business, to which the top management delegates responsibility
for day-to-day operations and business unit strategy to division
managers.

DIVISIONS:
a) Each division will represent a separate business and has its own functional hierarchy.

b) Each division manager is responsible for managing day-to-day operations in that division.

c) In this structure, functional activities are performed both centrally and in each separate division.

Top Management Role:
a) Top management (i.e. Corporate Office) is responsible for formulating and implementing overall

corporate strategy, and manages the semi-autonomous divisions through strategic & financial
controls.

Divisional structure is suitable for an
automobile company with different
division for SUVs, passenger cars,
commercial vehicles etc.
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b) Strategic Control means understanding by the top management of the strategies being
implemented at various divisions.

c) Financial Control helps top management to manage the cash flows of divisions through Cash
Budgets, Profitability Statements, etc.

Beauty & Grooming division              Health & Well-being division Household care division

Types: Divisional Structure is mainly of the following types.

a) Divisional Structure by Geographic area: It is most appropriate for organizations that have
similar branch facilities located in widely dispersed areas.to and allows local participation in
decision-making and improved co-ordination in a region

b) Divisional Structure by Product or Service: to emphasize on specific products and services which
differ substantially. E.g. General Motors, DuPont, and Procter & Gamble follow this structure.

c) Divisional Structure by Customer: to cater to the needs of specific customer groups. E.g.
Airline companies have two major divisions: passenger and freight or cargo services. Banks are
often organized in divisions such as personal banking, corporate banking etc.

ADVANTAGES:
a) Promotes accountability since division managers can be held responsible for sales and profits.

b) Employee morale is comparatively higher in a divisional structure than in a centralized structure.

c) Career development opportunities for managers, because it allows people to develop total
expertise in a certain product / area / process, etc.

d) Allows better control on local situations.

e) Leads to a competitive climate within the firm, and

f) It is easy to add new businesses and products.

DISADVANTAGES:
a) Each division requires functional specialists who must be paid.

b) Duplication of staff services, facilities, and personnel, since certain activities are performed
centrally and also in each division.

c) Requires an elaborate, headquarters’ driven control system, which might be costly.

d) Certain regions, products, or customers may receive special treatment and develop inconsistent
traits / practices when compared to the company's overall policy.
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Q.No.5. Write short notes on SBU Structure (B) (NEW SM, OLD PM)

MEANING:
a) SBU Structure groups similar divisions into Strategic Business Units and delegates authority and

responsibility for each unit to a Head Senior Executive. Head Senior Executive will report directly
to the Top Management / CEO.

b) SBU is any part of a business organization which is treated separately for strategic management
purposes.

c) A Strategic Business Unit (SBU) structure consists of following levels of Management:
i) Top Level - Corporate Headquarters, CEO and various functional heads.

ii) Second Level - SBU Groups, under the control of the SBU Head.

iii) Third Level - Divisions grouped by relatedness within each SBU.

d) Within each SBU, divisions are related to each other. However, SBU Groups (i.e. 2nd level) are
unrelated to each other.

ADVANTAGES:
a) Within each SBU, divisions producing similar products and/or using similar technologies can be

organised to achieve synergy benefits.
b) Individual SBUs are treated as profit centres and can react more quickly to environmental

changes.
c) Corporate Headquarters can concentrate on strategic planning rather than operational control.
d) Facilitates strategic management and control in large and diverse organizations.
e) It promotes accountability in respect of actions of each SBU.
f) A Company can accurately monitor the performance of individual businesses, simplifying control

problems.
g) It facilitates comparison between divisions, improving the allocation of resources. It can be used to

stimulate poorly performing division managers and find ways to improve performance.
h) Helps allocate corporate resources to areas with greatest growth opportunities.
DISADVANTAGES:
a) It requires an additional layer of management, which is very costly.
b) May result in inconsistency of goals.
c) Difficult to define the role of different managers.

SIMILAR QUESTION:

1. Write a short note on advantages of SBU Structure.          (OLD PM)

A. Write the meaning and advantages in the above answer.
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Q.No.6. Matrix Organisational Structure (B)                                                                      (NEW SM)

MEANING:
a) Matrix structure is appropriate when organizations conclude that neither functional nor divisional

structures are suitable for them.

b) It is a combination of vertical and horizontal flows of authority and communication (hence the term
Matrix).

_____ represents Vertical functional authority

-------- represents Horizontal Product/Project authority

c) These employees are assigned to one or more projects
or project units that are temporary. They report to the
project manager, during the period of completion of the
project.

d) Thus, employees have two superiors –

(i) Functional Manager (Vertical Flow) and

(ii) Project or Product Manager (horizontal flow).

ADVANTAGES:
a) Useful for specialised industries like Construction, Healthcare, Research and Defence.

b) Project objectives will be clear,

c) Several channels of communication. So, employees can see the visible results of their work.

d) Shutting down of a project is relatively easy.

e) Encourages generation of new ideas because of the pooling of diverse talents.

f) Makes efficient use of Specialised personnel, equipment & facilities
DISADVANTAGES:
a) Higher employee costs, due to more management positions.
b) Complexity due to horizontal and vertical flows of authority and communication.
c) Dual lines of authority, violating the principle of "Unity of Command".
d) Dual reporting channels, leading to chaos and confusion.
e) Sharing of authority, leading to conflicts between managers.
f) Conflicts in resource allocation decisions.
g) Delay in decision making.
h) Managers should have efficient interpersonal skills.

Unity of Command
No one should have more than one

boss.

Copyrights Reserved
To MASTER MINDS, Guntur
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Q.No.7. Write Short notes on Network Structure.   (A)
                                (OLD PM, RTP- M12, M14, N10 - 4M, N12, M13 - 3M)

MEANING:

a) Network structure is a newer and somewhat more radical organizational design.

b) Network structure is an example of what could be treated as non-structure by its virtual
elimination of in house business functions. Many activities can be outsourced.

c) Network Organisation is a series of independent firms or business units linked together by
computers in an information system that designs, produces, and markets a product or service.

d) It is also called as "virtual organisation", because it consists of a series of project groups or
collaborations linked by constantly changing non-hierarchical, cobweb-like networks.

e) Instead of having salaried employees, the firm may hire people for
a specific project or length of time. Long-term contracts with
suppliers and distributors replace vertical integration. In other
words, the company majorly depends on outsourcing.

f) The firm’s business functions will not be located in a single
building or area. Instead, they will be scattered around worldwide

g) As a result the firm is only a shell, with a small headquarters
acting as "Broker". The firm is electronically connected to some fully-owned divisions, partly-
owned subsidiaries, and other independent companies.

ADVANTAGES:

a) Most useful when the environment of a firm is unstable and is expected to remain so.

b) Innovation and quick response is possible.

c) Increased flexibility and adaptability to cope with rapid technological change and shifting
requirements of international trade and competition.

d) Allows a company to concentrate on its distinctive competencies, while gathering efficiencies from
other firms who are concentrating their efforts in their areas of expertise.

DISADVANTAGES:

a) Availability of numerous potential partners may lead to loss of control and coordination problems.

b) Several functions are contracted to separate suppliers/distributors. As a result the firm can’t
discover any synergy benefits by combining different activities.

c) If a particular firm over specializes on only few functions, it may choose
wrong function and thus becoming non competitive.

d) Many workers become deskilled i.e. they cannot perform well in a new
structure. This is so because new structures often demand constant
innovation and adaptation.

e) Employees may lack the confidence required to participate actively in
the organisation-sponsored learning programs.

f) Flatter organisational structures demand for more intense and personal interactions with internal
and external stakeholders.

g) New structural arrangements may create stress for many employees.

Companies like Nike &
Reebok use network

structure in their
operations function by

sub-contracting
manufacturing to other
companies in low cost.

Copyrights Reserved
To MASTER MINDS, Guntur
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SIMILAR QUESTIONS:
1. ‘A Network structure is suited to unstable environment’. Elaborate.     (OLD PM, N 12 - 3M)
A. The network structure becomes most useful when the environment of a firm is unstable and is

expected to remain so. + write the ‘meaning’ in the above answer (No need to write advantages &
disadvantages.).

2. Discuss network structure?
A. Refer meaning in above answer.

Q.No.8. Write Short notes on Hourglass Structure? (A)     (NEW SM, OLD PM, RTP- N14, M15)

INTRODUCTION: In the recent years information technology and communications have significantly
altered the functioning of organizations. The role played by middle management is diminishing as the
tasks performed by them are increasingly being replaced by the technological tools.

MEANING:
a) Hourglass Organisation Structure consists of 3 layers or levels with constricted middle level. This

structure has short and narrow middle- management level.

b) Information Technology links the top and bottom levels taking away many tasks that are
performed by the middle managers.

c) Contrary to traditional middle level managers who are often specialists, the middle level managers
in this structure are generalists and perform wide variety of tasks and coordinate diverse activities
such as marketing, finance, production, etc. performed by lower level managers.

ADVANTAGES:
a) Reduced costs due to narrow middle- management level.
b) Increased responsiveness from lower level employees due to simplification of decision making.
c) Quick Decision Making is possible.

DISADVANTAGES:
a) Low promotional opportunities for lower level employees due to the reduced size of middle

management.

b) Continuity at same level (lower level) may bring monotony and lack of interest and becomes
difficult keep the motivation levels high.

Organisations can try to overcome these problems by assigning challenging tasks, transferring
laterally and having a system of proper rewards for performance

SIMILAR QUESTION:

1. “The role played by middle management is diminishing as the tasks performed by them
are increasingly being replaced by the technological tools”. Elucidate the statement in
terms of its effect on organization structure. (RTP- M15)

A. Same as above.

Widest at the bottom

Narrow at the middle

Wide at the top
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Q.No.9. What are the Leadership Roles to be played by a Strategic Manager?   (A)
(OLD PM, RTP- N14, M14 - 4M)

A strategy manager has many different leadership roles to play as given below:

Visionary
Chief Entrepreneur and Strategist
Chief Administrator
Decision-Maker
Culture Builder
Resource Acquirer and Allocator
Capabilities Builder

Crisis Solver
Spokesperson
Negotiator
Motivator
Arbitrator
Process Integrator

Head Cheerleader
Perceptive listener
Coach and adviser
Policy maker
Policy enforcer

Strategic Managers have five leadership roles to play in pushing for good strategy execution:
1. Staying on the top of what is happening, closely

monitoring progress, solving issues and eliminating
obstacles in the path of good execution.

2. Promoting a culture of ‘esprit de corps’ (i.e. team spirit)
that mobilises and energizes organisational members to
execute strategy in a competent manner and perform at
high level.

3. Keeping the firm responsive to changing conditions,
alert for new opportunities, implementing innovative
ideas and developing valuable competencies and
capabilities, ahead of rivals.

4. Exercising ethical leadership and insisting that the firm
conducts its affairs like a model corporate citizen

5. Taking corrective actions to improve strategy execution
and overall strategic performance.

SIMILAR QUESTION:
1. Discuss the leadership role played by the managers in pushing for good strategy

execution. (M 14 – 4M, PM)
A. Same as above.

Q.No.10. Bring out the Role of Leadership in Strategy Implementation. (C) (M 08 - 3M)

1. Strategic leaders must be able to use the strategic management process effectively by

a) guiding the company in the formation of strategic intent and strategic mission,

b) facilitating the development of appropriate strategic actions and

c) Providing guidance that results in strategic competitiveness and earning above-average
returns.

2. Strategic leadership requires the ability to anticipate, envision, maintain flexibility and empower
others to create strategic change as and when necessary.

3. Strategic leader can guide the company by:
a) influencing the behaviour, thoughts and feelings of co-workers,

b) managing through others,

STRATEGIC LEADERSHIP

Strategic leaders are those at the top of
the company (in particular, the CEO), but
other commonly recognised strategic
leaders include members of the board of
directors, the top management team, and
division general managers.
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c) successfully processing,

d) dealing with change and uncertainty.

4. Strategic leaders must adapt their assumptions, premises, and accepted wisdom so that they can
deal with rapid, complex changes.

Q.No.11. What are the Responsibilities of a Strategic Leader?    (A) (OLD PM, N13 – 3M)

THE RESPONSIBILITIES OF A STRATEGIC LEADER INCLUDE:
1. Making strategic decisions.

2. Formulating policies and action plans to implement
strategic decisions.

3. Ensuring effective communication in the organisation.

4. Managing human capital (perhaps the most critical of the
strategic leader’s skills).

5. Managing change in the organisation.

6. Creating and sustaining strong corporate culture.

7. Sustaining high performance over time.

Thus, the strategic leadership skills of a company's manager represent the resources that affect
company performance. And these resources must be developed for the company's future benefit.

SIMILAR QUESTION:
1. Mr. Aryan is a manger in ABC Ltd. Discuss the leadership roles to be played by him in

pushing for good strategy execution.
A. List out the leadership roles presented in table in Q. No.9 + write answer of Q. No.11.

Q.No.12. What is Strategic Leadership? What are the two approaches to Leadership Style?
(A)                         (NEW SM, OLD PM, RTP- N14, N16, M08 – 7M, M13 – 4M)

MEANING OF STRATEGIC LEADERSHIP:
a) It is the ability of influencing others, to voluntary make decisions that enhance prospects for the

organisation’s long-term success, while maintaining short-term financial stability.

b) It includes:
i) determining the firm’s strategic direction,
ii) aligning the firm’s strategy with its culture,
iii) modeling and communicating high ethical standards, and
iv) Initiating changes in the firm’s strategy, when necessary.

c) Strategic leadership sets the firm’s direction by developing and communicating a vision of future
and inspires organisation members to move in that direction.

d) Unlike strategic leadership, managerial leadership is generally concerned with the short-term,
day-to-day activities.

APPROACHES TO LEADERSHIP STYLE: Two basic approaches to leadership can be
Transformational leadership style and Transactional leadership style.

TRANSFORMATIONAL LEADERSHIP STYLE: (RTP - N11, N14)
a) This style of leadership uses Charisma and Enthusiasm to inspire people to exert them for the

good of the organisation.

The Movie ‘Chak De!’ was discussed as a
case study in many B – schools for

 learning the leadership lessons
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b) This may be appropriate in turbulent environments, in the beginning days of the industries or at
the end of their life-cycles, in poorly performing organisations where there is a need to inspire a
company to adopt to major changes, etc.

c) They offer excitement, vision, intellectual stimulation and personal satisfaction.
d) They inspire involvement in a mission, giving followers a ‘dream’ or ‘vision’ of higher calling so as

to elicit more dramatic changes in organisational performance.
e) Such leadership motivates followers to do more dramatic changes in organisational performance

& also promote innovation throughout the organization.

TRANSACTIONAL LEADERSHIP STYLE:
a) This style of leadership focuses more on designing systems and controlling the organisation’s

activities and is more likely to be associated with improving the current situation.
b) This style may be appropriate in settled environment, in growing or mature industries and in

organisations that are performing well.
c) This style is better suited in persuading people to work efficiently and run operations smoothly.
d) Transactional leaders try to build on the existing culture and enhance current practices.
e) Transactional leadership style uses the authority of its office to exchange rewards, such as pay

and status.
f) They prefer a more formalized approach to motivation, setting clear goals with explicit rewards or

penalties for achievement or non-achievement.

SIMILAR QUESTIONS:
1. Transformational Leadership style may be appropriate in turbulent environment while

Transactional Leadership style may be appropriate in settled environment. Comment.
A. Same as above.

2. What are the different responsibilities of a strategic leader? Distinguish between
transformational leadership style and traditional leadership style.

A. Refer Q.no.11 and Approaches of leader ship styles in above answer.

3. Distinguish between Transformational Leadership Style and Transactional Leadership Style.
A. Refer Fast Track Material.

Q.No.13. What do you mean by Corporate Culture? (A) (OLD PM, RTP- M11,M12,M14, N11 - 3M)

1. MEANING:
a) The phenomenon which often distinguishes good organizations from bad ones could be

summed up as ‘corporate culture’.

b) Every corporation has a culture that exerts powerful influences on the behaviour of
managers. Culture affects not only the way managers behave within an organization but also
the decisions they make about the organization’s relationships with its environment and its
strategy.

c) An organisation has its own embedded patterns of how to do things, its own beliefs, behaviour
and thought patterns, and practices that define its corporate culture.

d) Corporate culture refers to company’s values, beliefs, business philosophy and principles,
traditions, work climate, ways of operating and approaching problems & internal work
environment.

2. WHERE DOES CORPORATE CULTURE COME FROM? An organisaion’s corporate culture
comes from the complex sociological forces operating within the company. It is reflected from:

CORPORATE CULTURE
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a) Values and business principles that management speaks and practices,

b) Ethical standards and official policies,

c) dealing with employees, unions, stockholders, vendors
and the communities in which firm operates, traditions
that an organization maintains,

d) supervisory practices,

e) employees attitude and behavior,

f) Peer pressures, organization’s politics, “chemistry” and
the “vibrations” that exist in the work environment.

SIMILAR QUESTION:
1. What is Corporate Culture?
A. Refer 1st point in the above answer.

Q.No.14. Is Culture an Obstacle or Ally in Strategy Execution? (A)
(RTP - M12, N08 – 2M, M11 – 3M)

1. An organization’s culture is either an important contributor or an obstacle to successful strategy
execution.

2. The beliefs, vision, objectives, and business approaches and practices underpinning a company's
strategy may be compatible with its culture or they may not.

3. If there is compatibility then culture becomes a valuable ally in strategy implementation.

4. It there is a conflict between culture and company’s direction, performance targets or strategy
then culture becomes a hurdle in the successful implementation and execution of the strategy.

SIMILAR QUESTION:
1. An organization’s culture is always an obstacle to successful strategy implementation.

(T/F)
A. Same as above.

Q.No.15. How culture promotes better strategy execution?  (A)
(OLD PM, RTP- N11, N11 - 3M, M12 – 4M)

When there is a fit, strong culture will promote good strategy execution. It will hurt the execution when
there is a negligible fit.

1. A culture grounded in values, practices and behavioral norms will energize people throughout the
company, to do their jobs in a strategy supportive manner. It significantly increases the power and
effectiveness of strategy execution.

2. A culture with creativity, embracing change and challenging the status quo is conducive for
successful execution of product innovation and technological leadership strategy.

3. A culture with business principles like listening to customers, encouraging employees to take
pride in their work and giving employees a degree of decision making responsibility promotes
strategy of superior customer service.

4. A strong strategy-supportive culture nurtures and motivates people to do their jobs in ways
conducive to effective strategy execution it promotes strong employee identification with the
company's vision, performance targets and strategy. All this makes employees feel genuinely
better about their job and work environment and the merits of what the company is trying to
achieve.

Corporate Culture at Wipro
Every day at Wipro is challenging and
thought – provoking. What is tested is

employees’ drive, enthusiasm and initiative.
New ideas are appreciated and innovation

is encouraged.
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CONCLUSION: Thus, a ‘good fit’ between culture and strategy will stimulate the employees to accept
the challenge of realising the company’s vision, do their jobs competently and with enthusiasm, and
collaborate with others, to effectively implement the strategy.

SIMILAR QUESTIONS:
1. Explain briefly the role of culture in promoting better strategy execution.  (M12 - 4M)
A. Same as above
2. Briefly describe the impact of corporate culture on an organization. (M14 – 3M, PM)
A. Write the meaning of corporate culture given in Q. No.13 + 1st, Q. No.14 and 1st point of Q. No.

15.
3. Write a short note on importance of corporate culture. (PM)
A. Same as above.

Q.No.16. Outline the Process of Changing a Problem Culture.   (A) (OLD PM, N14 - 3M)

Changing a company's culture to align with its strategy is one of the toughest tasks of management. It
is easier to talk about than do. Changing a problem culture is very difficult because of the heavy
anchor of deeply held values and habits which people attach emotionally to old and familiar.

INTENSIVE MANAGEMENT ACTION IS REQUIRED OVER A PERIOD OF TIME:
a) To replace an unhealthy culture with a healthy culture or

b) To root out certain unwanted cultural obstacles and introduce new
ones that are more strategy-supportive.

STEPS IN THIS PROCESS:

1. Diagnose which areas of the present culture are strategy supportive
and which are not.

2. Talk openly and forthrightly with the concerned persons about the
aspects of the culture that need to be changed.

3. Follow-up with visible, aggressive actions to modify the culture.

4. Revising policies and procedures in such a way that it will help to
drive cultural change.

5. Make changes in incentive system so as to reward the desired
cultural behaviour.

6. Visibly praise and recognize people who display the new cultural
traits.

7. Recruit and hire new managers and employees who have the desired
cultural values and can serve as role models to others. Replace the
key executives who are strongly associated with the old culture.

8. Communicate the basis of cultural change to employees and its
benefits to all concerned.

9. Get the support of first line supervisors and employee union leaders.

CONCLUSION:

The task of making culture supportive strategy is not a short-term exercise. It takes time for a new
culture to emerge and prevail. The bigger the organization and the greater the culture shift needed to
produce a culture-strategy fit, the longer it takes. In large companies, changing the corporate culture in
significant ways can take two to five years.

After Louie Gerstner arrived at
IBM in 1993, over 100,000

employees were laid-off from a
company that had maintained a
culture of lifetime employment

practice from its inception.
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SIMILAR QUESTION:

1. What steps would you suggest to change a company's problem culture?

A. Refer steps in above question.

Q.No.17. Concepts of Entrepreneurship and Intrapreneurship.   (A) (NEW SM)

Meaning of Entrepreneurship:

a) Entrepreneurship is an attitude of mind to seek opportunities, take calculated risk and drive
benefits by starting and running a venture.

b) It comprises of numerous activities involved in the conception, creation and running an enterprise.

Meaning of Entrepreneur: An entrepreneur is a person who searched for business opportunity and
starts a new enterprise to make use of that opportunity. An entrepreneur is one who:

 Initiates and innovates a new concept.

 Recognises and utilises opportunity.

 Arranges and coordinates resources such as man, material, machine and capital.

 Faces risks and uncertainties.

 Establishes a start-up company.

 Adds value to the product or service.

 Takes decisions to make the product or service a profitable one.

 Is responsible for the profits or losses of the company.

Meaning of Intrepreneur:

a) An intrapreneur is nothing but an entrepreneur who operates within the boundaries of an
organisation. He is an employee of a large organisation, who is vested with authority of initiating
creativity and innovation in the company’s products, services and projects, redesigning the
processes, workflows and systems.

b) The intrapreneurs believe in change and do not fear failure. They discover new ideas, look for
such opportunities that can benefit the whole organisation and take risks, promote innovation to
improve the performance and profitability of the organisation.

c) Their job is extremely challenging. They get recognition and reward for the success achieved by
them. It has now become a trend that large corporations appoint intrapreneur within the
organisation, to bring operational excellence and gain competitive edge in the market.

Q.No.18. How a Corporate culture can be both strength and weakness of an organization?   (A)
(OLD PM, RTP - M15, M16, N16)

MEANING: As given above.
“Culture is a strength that can also be a weakness”. This statement can be explained by splitting it in
to two parts.
AS A STRENGTH: Culture can facilitate communication, decision making and control and instill
cooperation and commitment. An organization’s culture could be strong and cohesive when it
conducts its business according to clear and explicit set of principles and values.

APPLICATION ORIENTED QUESTIONS
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AS A WEAKNESS: Culture, as a weakness can obstruct the smooth implementation of strategy by
creating resistance to change. An organization’s culture could be characterised as weak when many
sub-cultures exists, few values and behavioural norms are shared and traditions are rare. In such
organizations, employees do not have a sense of commitment, loyalty and sense of identity.
SIMILAR QUESTIONS:
1. Define corporate culture. Also elucidate the statement “Culture is a strength that can also

be a weakness”.
A. Same as above.

Q.No.19. ‘A network structure is suited to unstable environment’. Elaborate. (B) (OLD PM)

1. Network structure is a newer and somewhat more radical organizational design.
2. The network structure could be termed a "non-structure" as it virtually eliminates in-house

business functions and outsource many of them.
3. An organisation organized in this manner is often called a virtual organization because it is

composed of a series of project groups or collaborations linked by constantly changing non-
hierarchical, cobweb-like networks.

4. The network structure becomes most useful when the environment of a firm is unstable and is
expected to remain so. Under such conditions, there is usually a strong need for innovation and
quick response.

5. Instead of having salaried employees, it may contract with people for a specific project or length
of time.

6. Long-term contracts with suppliers and distributors replace services that the company could
provide for itself.

Q.No.20. ‘To coordinate more complex organizational functions, companies should abandon
the simple structure in favour of the functional structure’. Discuss.  (B)              (PM, N 15 - 3M)

1. Simple Organisational Structure: Generally Simple organizational structure is more appropriate
in small organisations that follow single business strategy and offer a line of products in a single
geographic market. A typical simple organization structure is often owner driven with small
number of employees.

2. Need to switch from Simple to Functional Structure: When a small organisation grows, its
difficulties also grow which necessitates the companies to abandon the simple organisation
structure and move towards functional organisational structure.

3. Functional Structure: Refer its meaning as given above.

4. Advantages of Functional Structure: Refer above.

CONCLUSION: As the time passes and organisation grows, much more complex organisation
structures exist in business world. However, functional form of organisation structure is invariably
found at some level or the other.

1. Differentiate between a centralized and decentralized organisation structure?
2. Are functional managers in a functional organisation structure accountable for profits? Explain.
3. What is the difference between simple organisation structure and functional organisational

structure?
4. Does the size of a firm play any role in deciding upon the type of organisation structure to be

adopted? Explain

TEST YOUR KNOWLEDGE
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5. Imagine you want to start a business soon after completion of your CA. What will you do in the
first place; designing the organisational structure or designing the strategy? Explain

6. Why divisions are called ‘Semi-Autonomous in divisional organisation structure?

7. List out the Companies that are following SBU organisation structure?

8. Differentiate between ‘Authority’ & ‘Responsibility’?

9. List out the various Companies that are following network organisation structure?

10. What steps did Louie Gerstner take to change the old culture at IBM in the process of turning
around the company?

THE END

Copyrights Reserved
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8. STRATEGY IMPLEMENTATION & CONTROL

Q.No.1. Define the term Strategy Implementation?   (B)                  (NEW SM,OLD PM)

1. Strategy Implementation / Execution is the managerial exercise of
putting a freshly chosen strategy into action and deals with:

a) Supervising the ongoing implementation of strategy,

b) Making it work,

c) Improving the competence with which it is executed, and

d) Showing good progress in achieving the targeted results.

2. It involves translating a decision into action.

3. It requires:

a) Allocation of resources to new course of action,

b) Adjusting the firm's structure to handle new activities,

c) Training personnel, and

d) Developing proper systems to perform work in the firm.

SIMILAR QUESTION:
1. An important part of strategic management process is implementation of strategy.
A. Same as above

Q.No.2. Outline the activities in Implementing and Executing the Strategy. (B)

Good Strategy Execution involves creating Strong “Fits”-

1. Between Strategy and Organisational Capabilities,

STRATEGY IMPLEMENTATION

Strategy Implementation & Control
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Strategy

Implementation
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2. Between Strategy and the Reward Structure,

3. Between Strategy and Internal Operating Systems, and

4. Between Strategy and the Organisation’s Work Climate and Culture.

The Strategy Implementation and Execution Process involve the following aspects:

1. Internal
capabilities

 Staffing the organisation with requisite skills and expertise.
 Building and strengthening strategy supportive competencies and

capabilities.

2. Reward
Structure

 Motivating people to pursue the objectives energetically.
 Rewards & Incentives System to encourage achievement of performance

3. Internal
Operating
Systems

 Developing budges for efficient utilisation of resources.
 Installing information and operating systems for carrying out strategic tasks,

roles and activities.
 Execution of policies and procedures and organising the work effort.
 Using the best-known practices to perform core business activities & for

improvement.

4. Work Climate
& Culture

 Creating a company culture and work climate, conducive to successful
strategy implementation and execution.

 Using the internal leadership needed to drive implementation forward and
keep improving execution.

Q.No.3. Efficiency Vs. Effectiveness. (B)             (NEW SM, M08 – 2M)

Efficiency Effectiveness

1. To be efficient means “to do the things right”. To be effective means, “to do the right
things”.

2. Focus on relationship between inputs &
outputs.

Focus on relationship between means &
ends.

3. Short - run in nature. Long-run in nature.
4. Introspective effect i.e. within the firm. Highlights linkages between firm and its

external environment.
5. Operational in nature. Strategic in nature.
6. Strategy implementation viewpoint. Strategy formulation viewpoint.

RELATIONSHIP BETWEEN EFFICIENCY AND EFFECTIVENESS:

Principal combinations of efficiency and effectiveness
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a) If an organisation is placed in cell 1 then it is well placed and will flourish because it is achieving
what it aspires to achieve with an efficient input / output ratio.

b) An organisation in cell 2 & 4 will be ruined, unless it can establish some strategic direction.

c) Cell 2 is a worst place than cell 3 because, in later, the strategic direction is present to ensure
effectiveness even if too much input is being used to generate output.

d) To be effective is to survive whereas to be efficient is neither necessary nor sufficient for survival.

Q.No.4. Strategy Formulation Vs. Strategy Implementation.  (B)                  (NEW SM, OLD PM)

Successful strategy formulation does not guarantee successful
strategy implementation.

a) It is always more difficult to do something (strategy
implementation) than to say you are going to do it (strategy
formulation)

b) Even the most technically perfect strategic plan will serve little
purpose if it is not implemented.

c) Change comes through implementation and evaluation and not through the plan. A technically
imperfect plan that is implemented well will achieve more than the perfect plan that is not
implemented.

d) Following are some of the differences between Strategy Formulation and its implementation.

Basis Strategy Formulation Strategy Implementation

1. Nature Positioning forces before the action Managing forces during the action

2. Focus Focuses on Effectiveness Focuses on Efficiency

3. Process Primarily an Intellectual Process Primarily an Operational Process

4. Skills required Good Intuitive and Analytical skills Special motivation & leadership skills

5. Co-ordination Requires co-ordination among few
individuals

Combination and synchronized work
among many individuals

6. Concepts and
Tools

Similar for small and large, business
and non-profit organisations

It is different for different types of
organisations

7. Orientation Planning Orientation Action / Execution Orientation

8. Scope Entrepreneurial Activity Administrative Task

9. Responsibility Top Level Management Middle & Operational Level
Management

SIMILAR QUESTION:
1. “Successful formulation does not guarantee successful implementation”. Discuss.
A. Same as above. (RTP - N15)

Q.No.5. Outline the Inter-relationship between Strategy Formulation and Implementation. (A)
(NEW SM, OLD PM, RTP- M14, M12 – 3M)

Success of an organisation is a function of good strategy and proper implementation. The matrix
given below represents various combinations of strategy formulation and implementation:

Intuitive vs. Analytical Skills:  whose

guessing of weather is correct?!.....
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Strategy formulation and implementation matrix

It shows the distinction between sound/flawed strategy formulation and excellent/weak strategy
implementation.

 Square B is the ideal situation where a company has succeeded in designing a sound and
competitive strategy and is successful in implementing it.

 Square A is the situation where a company has formulated a very competitive strategy, but is
facing difficulties in implementing it successfully. This can be due to various factors, such as lack
of experience (e.g. for startups), the lack of resources, missing leadership and so on. In such a
situation, the company will aim at moving from square A to square B, if they realize their
implementation difficulties.

 Square D is the situation where the strategy formulation is flawed, but the company is showing
excellent implementation skills. When a company finds itself in square D the first thing they have
to do is to redesign their strategy before readjusting their implementation / execution skills.

 Square C is a situation where a company hasn't succeeded in coming up with a sound strategy
formulation and in addition is bad at implementing its flawed strategic model. Its path to success
also goes through business model redesign and implementation / execution readjustment.

SIMILAR QUESTION:

1. Elaborate the interrelationship between strategy formulation and implementation.

A. Same as above.

Q.No.6. Explain the linkages between Strategy Formulation and Strategy Implementation.   (C)
(NEW SM, RTP - M15) (For Student - Self Study)

 The strategy formulation and implementation stages are highly interlinked.

 Two types of linkages exist between these two phases of strategic management. They are
Forward linkages and Backward Linkages.

 The forward linkages deal with the impact of the formulation on implementation while the
backward linkages are concerned with the impact in the opposite direction.

FORWARD LINKAGES:

a) The different elements in strategy formulation starting with objective setting through
environmental and organizational appraisal, strategic alternatives and choice of strategic plan
determine the course that an organization adopts for itself.

b) With the formulation of new strategies, or reformulation of existing strategies, many changes have
to be effected within the organization.

c) For e.g. the organizational structure has to be changed based on the requirements of the
modified or new strategy. The style of leadership has to be adapted to the needs of the modified
or new strategies.
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BACKWARD LINKAGES:
a) Just as implementation is determined by the formulation of strategies, the formulation process is

also affected by factors related with implementation.

b) While dealing with strategic choice, past strategic actions also determine the choice of strategy.

c) Organizations tend to adopt those strategies which can be implemented with the help of present
structure combined with some additional efforts.

d) Such incremental changes, over a period of time, take the organization from where it is to where it
wishes to be.

SIMILAR QUESTION:
1. Strategy Formulation influences and is influenced by Strategy implementation. Comment?
A. Same as above.

Q.No.7. What are the Key issues to be considered while implementing strategies? (B)
(NEW SM, RTP M16)

The different issues involved in strategy implementation cover practically everything in the discipline
of management studies. Therefore, a strategist has to apply a wide range of knowledge, skills,
attitudes and abilities. Following are the key issues to be considered while implementing the
strategies:

a) STRATEGIES: The strategic plan devised by the organization proposes the manner in which the
strategies could be put into action. Strategies do not lead to action by themselves. They are like
statement of intent. Implementation tasks are meant to realise such intent.

b) PLANS: Strategies lead to plans. For e.g. if stability strategy is to be implemented, it should be
converted into various plans. One such plan could be a modernization plan.

c) PROGRAMMES: Plans result in different kinds of programmes. A programme is a broad term,
which includes goals, policies, procedures, rules and steps to be taken in putting a plan into
action. For e.g. a research and development programme may be prepared for the development of
a new product.

d) PROJECTS: Programmes lead to the formulation of projects. A project is a highly specific
programme for which the time schedule and costs are predetermined. It requires allocation of
funds based on capital budgeting by organizations.

 For e.g. research and development programmes may consist of several projects, each of
which is intended to achieve a specific and limited objective, requires separate allocation of
funds, and is to be completed within a set time schedule.

 Projects create the needed infrastructure for the day-to-day operations in an organization.
They may be used for setting up of new or additional plants, modernising the existing facilities,
installation of newer systems, and for several other activities that are needed for the
implementation of strategies.

FINALLY TO SUM UP, THE KEY ISSUES IN STRATEGY IMPLEMENTATION ARE:
1. Project Implementation,

2. Procedural Implementation,

3. Resource Allocation

4. Structural Implementation,

5. Functional Implementation,

6. Behavioural Implementation.
Copyrights Reserved
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CONCLUSION: Implementation of strategies is not limited to formulation of plans, programmes and
projects. Projects would also require resources. Once it is provided, it would be essential to see that
proper organizational structure is designed, systems are installed, functional policies are devised and
various behavioral inputs are provided so that plans may work.

SIMILAR QUESTION:
1. What are the Key Issues in Strategy Implementation?
A. Same as above.

Q.No.8. Outline the Role of Top Management in Strategy Implementation. (B)             (NEW SM)

The responsibility of top management does not end with formulation of a strategy. Top management's
role in strategy implementation includes:

1. Establishing Objectives, 7. Minimising Resistance to Change,

2. Designing Policies, 8. Matching Managers with Strategy,

3. Allocating Resources, 9. Developing a Strategy Supportive Culture,

4. Modifying the Existing Organisational
Structure,

10. Adapting  Production/ Operations &
Processes,

5. Re-structuring and Re-engineering, 11. Developing an Effective Human Resource
Function,

6. Revising Reward & Incentive systems, 12. Creating a Conducive Organisational Climate

SIMILAR QUESTION:
1. Discuss the management issues central to strategy implementation
A. Same as above.

Q.No.9. What is Strategic Change and what are the steps to initiate it? (A)
(NEW SM, OLD PM, RTP- N14, M 08 – 5M, M 12 – 3M)

STRATEGIC CHANGE:
1. The changes in the environmental forces often require businesses to

make modifications in their existing strategies and bring out new
strategies.

2. Strategic change is a complex process and it involves a corporate
strategy focused on new markets, products, services and new ways
of doing business.

STEPS TO INITIATE STRATEGIC CHANGE:
1. Recognize the need for change:

a) The first step is to diagnose the areas of the present corporate
culture that are strategy supportive and that are not.

b) In needs environmental scanning involving appraisal of both internal and external capabilities.
Then we need to determine where the lacuna lies and where there is a scope for change.

2. Create a shared vision to manage change:
a) Objectives and vision of both individuals and organization should coincide.

STRATEGIC CHANGE
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b) Senior managers need to constantly and consistently communicate the vision not only to
inform but also to overcome resistance.

c) Strategy implementers have to convince that the change in business culture is not superficial
or cosmetic.

3. Institutionalise the change:

a) This is an action stage which requires implementation of changed strategy.

b) Creating and sustaining a different attitude towards change is essential to ensure that the firm
does not slip back into old ways of thinking or doing things.

c) All these changes should be set up as a practice to be followed by the organization and be
able to transfer from one level to another as a well settled practice.

d) It takes time for the changed culture to prevail.

SIMILAR QUESTIONS:
1. Specify the steps that are needed to initiate & bring changes in the strategic building of

any organization.
A. Same as above.

2. Write a short note on Steps for initiating a strategic change.
A. Same as above.

Q.No.10. What is strategic change? Explain the change process proposed by Kurt Lewin that
can be useful in implementing strategies? (A)(OLD PM, RTP - N14,M11 - 3M,M13 - 4M,N14 - 3M)

 The changes in the environmental forces often require businesses to make modifications in their
existing strategies and bring out new strategies.

 Strategic change is a complex process and it involves a corporate strategy focused on new
markets, products, services and new ways of doing business.

 To make the ‘change’ lasting, Kurt Lewin proposed 3 phases of the change process, for moving
the organisation from the present to the future.

1. UNFREEZING THE SITUATION:

a) Lewin proposes that the changes should not come as a surprise to the members of the
organisation. Management must pave the way for the change by first “unfreezing the
situation”, so that members would be willing and ready to accept the change.

b) Unfreezing is the process of breaking down old attitudes and behaviours, customs, and
traditions. So that they start with a clean slate.

c) The process of unfreezing simply makes the individuals or organisations aware of the
necessity for change and prepares them for such a change.

d) This can be achieved by making announcements, holding meetings and promoting the ideas
throughout the organisation.

2. CHANGING TO NEW SITUATION:

a) Once the unfreezing process has been completed their behaviour
patterns need to be redefined.

b) H.C. Kellman has proposed following 3 methods for reassigning new
patterns of behaviour:

i) Compliance: It is achieved by strictly enforcing the reward and
punishment strategy for good or bad behaviour.
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ii) Identification: It occurs when members are psychologically impressed upon to identify
themselves with some given role models whose behaviour they would like to adopt and try
to become like them.

iii) Internalization: It involves changing the individual’s thought process in order to adjust to
new environment. This involves giving freedom to learn and adopt new behaviour in order
to succeed in the new set of circumstances.

3. REFREEZING:

a) Refreezing occurs when the new becomes a normal way of life.

b) The new behaviour must replace the former behaviour completely for successful and
permanent change to take place.

c) For the new behaviour to become permanent, it must be continuously reinforced so that this
new acquired behaviour does not diminish or extinguish.

Conclusion: Change process is not a one-time application but a continuous process due to dynamism
and ever changing environment. The process of unfreezing, changing and refreezing is a cyclical one
and remains continuously in action.

SIMILAR QUESTION:

1. ABC Ltd. plans to introduce changes in its structure, technology and people. Explain how
Kurt Lewin’s change process can help this firm.

A. Same as above

Q.No.11. What is Control?  (B)                                                                                            (NEW SM)

MEANING:

a) Control is one of the important functions of management.

b) It is intended to ensure that the organisation has achieved what it wants to achieve after
implementing a strategy.

c) The control function includes 3 steps:

i) Measuring actual performance,

ii) Comparing actual performance to standards, and

iii) Taking corrective action to ensure that planned events actually occur.

STRATEGIC CONTROL
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Q.No.12. Write about different types of Organisational Control. (B)                              (NEW SM)

Types of Organisational Control: Primarily there are three types of organizational control, viz.,
operational control, management control and strategic control.

a) Operational Control:  (N15)
i) The thrust of operational control is on individual tasks or transactions as against total or more

aggregative management functions.

ii) Many of the control systems in organisations are operational and mechanical in nature.

iii) Some of the examples of operational controls can be stock control (maintaining stocks
between set limits), production control (manufacturing to set programmes), quality control
(keeping product quality between agreed limits), cost control (maintaining expenditure as per
standards), budgetary control (keeping performance to budget).

b) Management Control:
i) When compared with operational control, management control is more inclusive and more

aggregative.

ii) Its basic purpose is to achieve enterprise goals – short range and long range – in a most
effective and efficient manner.

c) Strategic Control: Strategic control focuses on the dual questions i.e. whether:

i) the strategy is being implemented as planned; and

ii) the results produced by the strategy are those intended.

Q.No.13. What is Strategic Control? Explain different types of Strategic Control.   (A)
(NEW SM, OLD PM, RTP - M12, N16, M12 – 4M)

MEANING:
1. Strategic Control is the process of evaluating strategy as it is formulated and implemented.

2. It is directed towards identifying problems and changes in premises and making necessary
adjustments.

TYPE OF STRATEGIC CONTROL: There are four types of strategic control as follows:

1. Premise Control: (RTP - N11)
a) A strategy is formed on the basis of certain assumptions or premises about environment. Over

a period of time these premises may change.
b) Premise control is a tool for systematic and continuous monitoring of the environment to verify

the validity and accuracy of the premises on which the strategy has been built.
c) It primarily involves monitoring two types of factors:

i) Environmental factors such as economic (inflation, liquidity, interest rates), technology,
social and regulatory.

ii) Industry factors such as competitors, suppliers, substitutes.

2. Strategic Surveillance:
a) Strategic surveillance is unfocussed.
b) It involves general monitoring of various sources of information to uncover unanticipated

information having a bearing on the organizational strategy.

c) It involves casual environmental browsing. Reading financial and other newspapers, business
magazines, meetings, conferences, discussions at clubs or parties and so on can help in
strategic surveillance.
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3. Special Alert Control:
a) Sometimes unexpected events may force organisations to reconsider their strategy.

b) Sudden changes in government, natural calamities, terrorist attacks, unexpected
merger/acquisition by competitors, industrial disasters and other such events may trigger an
immediate and intense review of strategy.

c) To cope up with these eventualities, organisations may form crisis management teams to
handle the situation.

4. Implementation Control:
a) Managers implement strategy by converting major plans into concrete, sequential actions that

form incremental steps.

b) Implementation control is directed towards assessing the need for changes in the overall
strategy in light of unfolding events and results associated with incremental steps and actions.

c) The two basic forms of implementation control are:
i) Monitoring strategic thrusts: It helps managers to determine whether the overall

strategy is progressing as desired or whether there is need for readjustments.

ii) Milestone Reviews: All key activities necessary to implement strategy are segregated in
terms of time, events or major resource allocation. It normally involves a complete
reassessment of the strategy. It also assesses the need to continue or refocus the
direction of an organization.

SIMILAR QUESTIONS:

1. Premise control is a tool for systematic and continuous monitoring of the environment.
Discuss. (RTP - M16)

A. Refer 1st point in the above answer.

2. Write short note on Implementation Control.

A. Refer 4th point in the above answer.

3. What is strategic control? Also explain briefly Premise Control?

A. Refer Meaning & 1st point in above answer.

Q.No.14. Meaning and need of Strategy Audit. (A)                          (NEW SM)

The audit of management performance with regard to its strategies helps an organization identify
problem areas and correct the strategic approaches that have not been effective so far.

1. Meaning:
a) A strategy audit is an examination and evaluation of areas affected by the operation of a

strategic management process within an organization.
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b) It provides an excellent platform for discussion with the top management regarding necessary
corporate actions or changes in the existing business plan. It also identifies the need to adjust
the existing business strategies and plans.

c) Strategy Audit focuses mainly on the following questions:

i) How well is the current strategy working?

ii) How well will the current strategy be working in future?

iii) How can this be evaluated in present and future?

iv) How urgent is there a need to change the strategy?

2. Need of Strategy Audit: A strategy audit is needed under the following conditions:

a) When the performance indicators reflect that a strategy is not working properly or is not
producing desired outcomes.

b) When the goals and objectives of the strategy are not being accomplished.

c) When a major change takes place in the external environment of the organization.

d) When the top management plans: a) to fine-tune the existing strategies and introduce new
strategies and b) to ensure that a strategy that has worked in the past continues to be in-tune
with subtle internal and external changes that may have occurred since the formulation of
strategies.

INTRODUCTION: Waiting in a queue in a post office or bank, a person may feel need for
improvement in processes. In case of queue the process begins with a person stepping into the
queue, and ends with receiving the desired items or service and leaving the place. The steps of the
process are the activities that the customer and the personnel providing services perform to complete
the transaction.

Q.No.15. Define the term Business Process and outline the importance of Business Process. (C)

MEANING: A Business Process

1. Is a set of logically related tasks or activities oriented towards achieving a specified outcome.

2. Is a collection of activities which creates some value to the customer

3. It often surpasses departmental or functional boundaries.

4. Is a set of activities that transform a set of inputs into set of outputs for another person or process.

EXAMPLES: Examples of Business Processes are:

1. Development of a new product or service,

2. Launching a new product in the market,

3. Procurement of goods from suppliers,

4. Fulfillment of customer orders,

5. Preparation of firm's financial and operational budgets, etc.

6. The steps followed by a bank when a customer deposits a cheque.

7. Buying a ticket is a simple business process.

BUSINESS PROCESS RE-ENGINEERING (BPR)
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Q.No.16. Write short notes on Core or Generic Business Processes? (C)
(For student self - study)

MEANING:

 Core or Generic Business Processes are those which are highly critical for the success and
survival of the firm.

 They are critical in a company’s evaluation by its customers.

 They are vital for success in the industry sector within which the company is positioned.

 They are crucial for generating competitive advantages for a firm in the marketplace.

SOME EXAMPLES OF CORE BUSINESS PROCESSES ARE –

Nature of Activity Core Business Processes

1. News distribution by TV, newspaper,
etc.

Collection & Broadcasting of news in a timely
manner.

2. Fast Moving Consumer Goods Marketing, Brand Management.

3. Electronics and Software New Product development.

4. Banking Mobilising Deposits and generating funds for
providing advances to customers.

5. Insurance Balance between competitive premium and profits
after claims for the company.

Q.No.17. Outline the need for Business Process Re-engineering (BPR)?  (B)

The problems in traditional business processes have created the need for BPR. Some of the major
problems involved the traditional business processes are as given under.

1. OUTDATED PROCESSES: Most of the processes that firms follow might have been developed
by their functional units over a period of time. They might be developed based on a series of
unplanned decisions. There has not been any serious effort to systematically analyse the
processes and measure their effectiveness towards the
organizational efficiency.

2. SUB-SYSTEM VIEW: Individual departments or divisions of a
firm try to optimize their own performance, without considering
the effect on other areas of operation. This will lead to sub-
optimal performance of the entire organisation.

3. TIME AND COST: Existing business processes may be
lengthy, time-consuming, costly, inefficient, obsolete and
irrational.

4. FRAGMENTATION: Fragmentation of work processes makes it
difficult to improve the quality of work performance and also
develops a narrow vision among the employees.

5. INEFFICIENCY: Emerging critical issues may remain
unattended by traditional management systems, due to the narrow definition of tasks or roles of
an individual department.

6. NEED FOR IT: Most of the existing work processes were developed before the advent of
computers and IT revolution. By using Information Technology, it is possible to

a) Increase the speed of normal production,

Money withdrawal process earlier
was very time consuming and

cumbersome.
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b) Increase asset turnover i.e. utilise assets and machinery more effectively, and

c) Reduce the customer response time and increase customer satisfaction.

These advantages may not be available in the existing business processes.

The above factors bring out the need for BPR.

SIMILAR QUESTIONS:
1. State the Problems in Traditional Business Processes?

A. Same as above.

Q.No.18. Define the term Business Process Re-engineering (BPR)?   (A)                   (NEW SM)

MEANING:

 Business Process Re-engineering (BPR) refers to the analysis and re-design
of workflows and processes both within and between business firms.

 It is a total deconstruction and re-thinking of a business process in its
entirety, unconstrained by its existing structure and pattern.

 Its objective is to improve performance in terms of time, cost, quality, and
responsiveness to customers.

 It implies giving up old practices and adopting the improved ones.

SIMILAR QUESTION:
1. Define the term BPR. (OLD PM, M07 – 2.5M, J09 – 2M)
A. Same as above.

Q.No.19. State the objectives of Business Process Re-engineering?  (B)

FIRST WRITE THE MEANING OF BPR…..FOLLOWING ARE THE OBJECTIVES OF BUSINESS
PROCESS RE-ENGINEERING:

Consumer’s life today has become much simpler due to the introduction of ATM’s, online banking etc.

1. To obtain considerable gain in the performance of the process in terms of time, cost, output,
quality, and responsiveness to customers.

2. To simplify and streamline the process by –

a) Eliminating all redundant and non-value adding steps, activities and transactions,

b) Drastically reducing the number of stages or transfer points of work, and

c) Speeding up the work flow by using information technology systems.

3. To obtain dramatic improvement in operational effectiveness by re-designing core business
processes and supporting business systems.

4. To provide competitive advantage to the firm.
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Q.No.20. Bring out the features of Business Process Re-engineering? (B)

First write the meaning of BPR.

1. STARTING FROM SCRATCH: BPR means setting aside old practices and procedures. It
involves forgetting how work has been done so far and deciding how it can best be done now.

2. NO ASSUMPTIONS: BPR does not begin with any assumptions. The thinking process in BPR
begins with a totally free state of mind i.e. without any pre-conceived notions.

3. RADICAL: BPR involves radical re-designing of processes.
Radical re-designing means going to the root of the problem. It
will not try to make any superficial changes. It completely
ignores the existing structures and procedures and develops
completely new ways of doing the work.

4. DRAMATIC IMPROVEMENT: BPR aims to achieve dramatic improvement in performance.
Marginal improvement in any area of operation can be achieved by making some simple
adjustments in existing processes. But BPR is about substantial improvements.

5. CENTRAL THRUST AREA: The thrust area in BPR is "reduction of total cycle time of a business
process”. This involves:

a) Eliminating the unwanted, unnecessary and redundant steps,

b) Simplifying the systems and procedures, and

c) Eliminating waiting time and transit time to the maximum extent possible.

6. RE-INVENTION: BPR is about business re-invention, not business improvement, business
enhancement or business modification.

7. PROCESS ORIENTATION: BPR focuses on the process and tries to improve performance. A
process involves producing the output or rendering
the service and output is the result of such process.

8. BPR begins with fundamental re-thinking.

9. BPR is a continuous improvement process.

10. BPR uses Information Technology for the most
rational, simple and efficient re-design of work
structure.

11. BPR involve massive change throughout the
organisation. Work changes from task oriented to process-oriented.

NOTE: For 4 marks it is sufficient to write the first 5 or 6 points in a detailed manner. It is sufficient
write the side headings of remaining points.

Q.No.21. Write down the steps in the implementation of BPR? (A)
                       (NEW SM, RTP - M12, M09 - 6M, M14 – 4M, M15, N15, N16)

THE STEPS INVOLVED IN BUSINESS PROCESS RE-ENGINEERING ARE:

1. Define Objectives and Framework:

a) Objectives are the desired end results of the BPR process which a firm tries to achieve.

b) This will provide the required focus, direction and motivation for the re-design process.

c) It helps in building a comprehensive foundation for the BPR process.

BPR aims at achieving
extraordinary improvement in
performance but not marginal
improvement in performance.
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2. Identify customers and determine their needs:
a) The purpose is to re-design business process that clearly provides added value to the

customer. For this purpose, the designers should understand customers.

b) This involves identification of –

i) customer(s) and customer group(s),

ii) customer requirements and expected utilities in a product or service,

iii) customers' problems and perceptions about the product, and

iv) buying habits, tendencies, etc.

v) their profile, usage and disposal of products.

3. Study the Existing Processes: For understanding "what", and "why" of targeted processes, the
existing processes will act as important base. Hence, existing processes should be analysed
carefully.

4. Formulate a Re - design Process Plan:
a) Formulation of re-design plan is the real crux of BPR efforts. So, the information gained

through analysis and study is translated into an ideal re-design process.

b) Customer focused re-design concepts are identified and formulated. Alternative processes are
considered and the best one is selected.

5. Implement the Re - design:
a) Implementation of the re-designed process and application of other knowledge gained from

the previous steps is very important to achieve dramatic improvements.

b) It is the joint responsibility of the designers and management to implement the new process.

SIMILAR QUESTIONS:
1. Define Business process Re – engineering? Briefly Explain the steps therein?
A. Refer meaning in Q,no.18 + same as above.

2. What is rationale behind BPR? What steps would you recommended to implement BPR in
an organisation? (PM, M14 – 7M)

A. Refer meaning in Q. no.18 + same as above.

Q.No.22. What is the Rationale of BPR? (A) (M 14 - 3M)

Improving business processes is very important for businesses to stay competitive in today’s
marketplace due to the following reasons:

1. AVAILABILITY OF LATEST TECHNOLOGY: New concepts in Information Technology (internet,
e-commerce, etc.) are rapidly bringing new capabilities to businesses. This increases the options
available to the firm to achieve dramatic improvement in the performance.

2. INCREASED COMPETITION: Firms are now forced to improve their business processes to meet
increased competition. Major changes are required even to stay in the competitive market.

3. DEMANDING CUSTOMERS: Customers are demanding better products and services. If they do
not receive what they want from one firm, they will switch over to other firms. Customers are
ready to try new brands. There is a need to re-design the firm's processes not only to meet
customer expectations, but also to exceed the expectations and to improve quality standards to
new levels.

CONCLUSION: Improving business processes is very important for businesses to stay competitive in
the current economic conditions. So, BPR may be viewed as a means of solving business problems
by using the capabilities of information technology.
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SIMILAR QUESTIONS:
1. Analyse the role of BPR in strategy implementation (PM)
A. Same as above.

Q.No.23. Explain the role of information Technology in BPR. (A)
                               (NEW SM, RTP M16, N11 – 4M, N12 - 3M, PM)

1. The accelerating pace at which information technology has developed during the past few years
had a very large impact in the transformation of business processes.

2. Various studies have conclusively established the role of information technology in the
transformation of business processes.

3. Information technology is playing a significant role in changing the business processes.

4. A re-engineered business process, characterized by IT-assisted speed, accuracy, adaptability
and integration of data and service points is focused on meeting the customer needs and
expectations quickly and adequately, thereby enhancing the level of customer satisfaction.

5. With the help of tools of information technology organizations can
modify their processes to make the automatic, simpler, time saving.
Thus, IT can bring efficiency and effectiveness in the functioning of
business.

6. The IT-initiatives, thus, provide business values in three distinct areas:

 Efficiency – by way of increased productivity,

 Effectiveness – by way of better management,

 Innovation – by way of improved products and services

Thus, Information technology (IT) is a critical factor in the success of bringing this change.

SIMILAR QUESTION:

1. Trace the role of information technology in BPR?                                                           (PM)

A. Same as above

Q.No.24. What is Benchmarking? What are the areas where benchmarking can help?  (A)
(NEW SM, OLD PM, RTP- N14, N08 - 3M, M11, N12 - 2M)

MEANING:
1. Dictionary defines a benchmark as a standard or a point of reference against which things may be

compared and by which something can be measured and judged.

2. Benchmarking is the process of identifying and learning from the best industry practices and the
processes by which they are achieved. It developed out of the need to have information against
which performances can be measured. E.g. a customer support engineer of a television
manufacturer attends a call within forty-eight hours. If the industry norm is that all calls are
attended within twenty-four hours, then the twenty-four hours can be a benchmark.

3. Benchmarking is not a solution to all the problems. Rather, it studies the circumstances and
processes that help in superior performance. Better processes are not merely copied. Efforts are
made to learn, improve and evolve them to suit the organizational circumstances.

4. It is an approach of setting goals and measuring the productivity based on best industry practices.
It is a process of continuous improvement in search of competitive advantage.

BENCHMARKING

Information Technology is
the heart of BPR exercise.
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5. Benchmarking involves:

a) Comparing different aspects of the firm's products, services, activities, processes and other
aspects of performance with that of competitors or other leaders in the field and the best
prevailing practices.

b) Identifying gaps and deficiencies in the firm's own performance,

c) Finding out novel methods to reduce the gaps and also to improve the situations, and

d) Ensuring that these improved methods are implemented.

Areas in which the benchmarking process can be helpful:

Benchmarking can lead to improvements and create competitive advantage in the areas of:

 Product Development.

 Plant Utilization Levels.

 Maintenance Operations.

 Human Resource Management.

 Product Distribution.

 Customer services.

 Assessment of total manufacturing cost
1.

Reliance took Wal-Mart as its benchmark in its retailing business.

SIMILAR QUESTIONS:
1. “Firms can use benchmarking process to achieve improvement in diverse range of

management functions”. Elucidate.    (OLD PM)
A. Same as above.

2. Analyse the role of benchmarking in strategy implementation. (OLD PM)
A.  Same as above.

3. What is Benchmarking?
A. Refer meaning in above answer.
4. What is bench marking? What are the areas where benchmarking can help?
A. Same as above. (PM, RTP M15)

Q.No.25. What are the Elements/Steps in the Process of Benchmarking?       (A)
(OLD PM, N08 - 7M, M11 - 2M, N15 - 7M)

Define
Objectives

Identify
Customer

Needs

Study the
Existing

Processes

Formulate a
Re-design

Process plan
Implementation

Xerox pioneered this process in
late 70’s by benchmarking its
manufacturing costs against

those of domestic and Japanese
competitors and got dramatic

improvement in the
manufacturing cost.

Subsequently ALCOA, Eastman
Kodak, IBM adopted

benchmarking.
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Benchmarking Process involves the following steps:

Stage Steps

1. Identifying the need for
benchmarking and
planning

 Define the objectives of the benchmarking exercise and the
type of benchmarking.

 Identify the realistic opportunities for improvement.
2. Clearly understanding

existing business
processes

 Obtain information and data on the firm's actual performance.
 Collect information and data using different methods like

interviews, site-visits, filling questionnaires, etc.
 Create an outline or map of existing business processes.

3. Identify best processes  Within the selected framework, best processes are identified.
 These may be within the same organization or external to

them.
4. Compare own processes

and performance with
that of others

 Compare own processes and performance with that of others.
 Identify gaps in performance between the firm and better

performers.
 Analyse the performance gaps to seek explanations, to make

such comparisons meaningful and credible.
 Examine the chances of making the improvements in the light

of conditions that exist within the firm.
5. Prepare a report and

implement the steps
necessary to close the
performance gap

 A report on the Benchmarking initiatives containing
recommendations is prepared.

 Such a report includes the action plan(s) for implementation.

6. Evaluation  Evaluate the results of benchmarking in terms of
improvements vis-à-vis objectives and other criteria set for the
purpose.

 Review, evaluate and re-set the benchmarks periodically, in
the light of changing conditions.

SIMILAR QUESTION:

1. What is bench marking? Explain briefly the elements involved in benchmarking process?
A. Refer meaning in 24th question & elements in the above answer. (RTP M17)

Q.No.26. Discuss the importance of proper implementation of strategy in strategic management
(B) (OLD PM)

1. MEANING OF STRATEGY IMPLEMENTATION: As given above.

2. IMPORTANCE: There are situations where an organisation formulates a very competitive
strategy, but is showing difficulties in implementing it successfully. This can be due to various
factors, such as the lack of experience, the lack of necessary resources, missing leadership and
so on. Unless corrective actions are taken the strategy will fail.

APPLICATION ORIENTED QUESTIONS
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1. The process of Strategic Management ends with Strategy Implementation. Comment

2. The Government of India sets many objectives in the areas like eradication of poverty, 100%
literacy, etc. in its every 5 year plan, but most of them are unachieved. What could be the possible
reasons for this?

3. The role of top level management in strategy formulation is that of a ‘Facilitator’ in nature?
Comment.

4. What will happen if the top level management of an organisation prepares various plans and
assigns their implementation takes to middle & operational level management and goes on a long
pleasure trip to Bangkok?

5. When will a CA student said to be

(i) Efficient and (ii) Effective

6. What is the difference between Intuitive Skills and Analytical Skills?

7. What is a Business Process? Mention the various business processes of a bank.

8. Explain the drastic changes that took place in the Indian Banking Sector after implementing
Business Process Reengineering.

9. How do you persuade ICAI to implement BPR? What are the likely outcomes if ICAI implements
BPR in its operations?

10. Which Company did Reliance benchmark with in retailing business? What are the different areas
in which did Reliance follow benchmarking in retailing?

11. Benchmarking is nothing but imitating the best? Comment.

THE END

TEST YOUR KNOWLEDGE
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